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Instructions for Preparation
of Financial Statements
for Bank Holding Companies

General Instructions

All bank holding companies, regardless of size, are
required to submit financial statements to the appropriate
Federal Reserve Bank, unless specifically exempted (see
description of exemptions below).

Who Must Report on What Forms

The specific reporting requirements for each bank hold-
ing company depend upon the size of the holding
company, whether the holding company engages in a
nonbank activity (either directly or indirectly) involving
financial leverage or engages in credit extending activi-
ties, or whether the holding company has debt outstand-
ing to the general public. Bank holding companies must
file the appropriate forms as described below:

(1) Bank Holding Companies with Total Consoli-
dated Assets of $150 Million or More and All
Multibank Holding Companies with Debt Out-
standing to the General Publi¢ or Engaged in
Certain Nonbanking Activities2—Bank holding
companies with total consolidated assets of
$150 million or more (the top tier of a multi-tiered
holding company, when applicable) and all multi-
bank bank holding companies (i.e., owning or
controlling more than one bank as defined in Regula-
tion Y) with debt outstanding to the general public,
or engaged in certain nonbanking activities (as
defined above) regardless of size, must file:

(a) theConsolidated Financial Statements for Bank
Holding Companies (FR Y-9Q)uarterly, as of

1. Debt outstanding to the general public is defined to mean debt held
by parties other than financial institutions, officers, directors, and control-
ling shareholders of the banking organization or their related interests.

2. Engaged in certain nonbanking activities is defined to mean engaged
in a nonbank activity (either directly or indirectly) involving financial
leverage or engaged in credit extending activities. Financial leverage is the
use of debt to supplement the equity in a company'’s capital structure.
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the last calendar day of March, June, September,
and December. The FR Y-9C consists of Sched-
ules HC, HC-A through HC-IC, HI, HI-A, and
HI-B.

(b) theParent Company Only Financial Statements
for Large Bank Holding Companies (FR Y-9LP)
quarterly, as of the last calendar day of March,
June, September, and December.

Each bank holding company that files the
FR Y-9C must submit the FR Y-9LP for its
parent company.

The FR Y-9LP consists of Schedules PC,
PC-A, PC-B, PI, and PI-A. The instructions for
the FR Y-9LP are not included in this booklet,
but will be sent to you at the appropriate time or
may be requested from the Federal Reserve Bank
in the district where the top tier of the bank
holding company files the FR Y-9C.

For tiered bank holding companies-When bank
holding companies with total consolidated assets of
$150 million, or more, or, multibank holding compa-
nies with debt outstanding to the general public or
engaged in certain nonbank activities (as defined)
own or control, or are owned or controlled by, other
bank holding companies (i.e., are tiered bank hold-
ing companies), only the top-tier holding company
must file the FR Y-9C for the consolidated bank
holding company organization.

EXCEPTION: If a bank holding company owns

or controls other bank holding companies that
have total consolidated assets of $1 billion or more,
that top-tier bank holding company must submit
a FR Y-9C for each such lower-tiered banking
organization.
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General Instructions

(@)

3)

In addition, such tiered bank holding companies, bank holding company that has total consolidated
regardless of the size of the subsidiary bank holding assets of less than $150 million would report on the
company, must also submit, or have the bank holding FR Y-9LP rather than the FR Y-9SP.

company subsidiary submit, a separate FR Y-9LP

for each lower-tier bank holding company. The instructions for the FR Y-9SP are not included

in this booklet but may be obtained from the Federal
One Bank Holding Companies with Total Consoli- Reserve Bank in the district where the bank holding
dated Assets of Less Than $150 Millior-One company files its reports.

bank holding companies with total consolidated

assets of less than $150 million must file fharent

Company Only Financial Statements for Small Bank Exemptions from Reporting the Bank

Holding CompaniegFR Y-9SP) on a semiannual Holding Company Financial Statements
basis, as of the last calendar day of June and

December. The following bank holding companies do not have to

file bank holding company financial statements:

Multibank Holding Companies with Total Con- .
solidated Assets of Less Than $150 Million, (1) a bank holding company that has been granted an

Without Debt Outstanding to the General Public exemption under Section 4(d) of the Bank Holding
and Not Engaged in Certain Nonbanking Activi- Company Act; or

ties (as Defined)-These organizations may file the (2) “qualified foreign banking organization” as defined
Parent Company Only Financial Statements for by Section 211.23(b) of Regulation K (12 CFR

Small Bank Holding Companies (FR Y-9SP) on a 211.23 (b)) that controls a U.S. subsidiary bank.

semiannual basis, as of the last calendar day of June . . . .
and December. Before March 1994, all multibank Bank holding companies that are not required to file

holding companies were required to file the Consoli- Under the above criteria may be required to file this
dated Financial Statements for Bank Holding Com- €POrt by the Federal Reserve Bank of the district in
panies (FR Y-9C), regardless of sizéowever, the ~ Which they are registered.

Reserve Bank with whom the reporting bank

holding company (meeting the criteria described Frequency of Reporting

above) files its reports may require that the con-
solidated report be submitted to meet supervisory
needs.

The Consolidated Financial Statements for Bank Hold-
ing Companies (FR Y-9C) are required to be submitted
quarterly by all bank holding companies.

For tiered bank holding companies-When bank
holding companies with total consolidated assets of o, e : :
less than $150 million, without any debt outstanding Shifts in Reporting Status

to the general public and not engaged in certain A one bank holding company that acquires ownership or
nonbank activities (as defined), own or control, or control of a second bank (i.e., becomes a multibank
are owned or controlled by, other bank holding com- holding company), either directly or indirectly through
panies (i.e., are tiered bank holding companies), the the merger with another bank holding company, should
top-tier holding company must file the FR Y-9SP for continue to file the FR Y-9SP if its total consolidated
the top-tier parent company of the bank holding assets remain at less than $150 million and it does not
company. In addition, such tiered bank holding com- have any debt outstanding to the general public and is
panies must also submit, or have the bank holding not engaged in certain nonbanking activities (as defined).
company subsidiary submit, a separate FR Y-9SP for

each lower-tier bank holding company. When a one bank holding company acquires ownership

or control of a second bank (i.e., becomes a multibank
NOTE: When a bank holding company that has total holding company), either directly or indirectly through

consolidated assets of less than $150 million is a the merger with another bank holding company and also
subsidiary of a bank holding company with total has debt outstanding to the general public or engages in
consolidated assets of $150 million or more, the certain nonbanking activities (as defined), it must begin

GEN-2 Instructions for Preparation of Reporting Form FR Y-9C
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General Instructions

to file the FR Y-9C and FR Y-9LP (rather than the In determining the required treatment of particular

FR Y-9SP) report forms for the first quarterly report date transactions or portfolio items or in determining the

following the acquisition or merger. definitions and scope of the various items, the General
Instructions, the line item instructions, and the Glossary
(all of which are extensively cross-referenced) must be
used jointly. A single section does not necessarily give
the complete instructions for completing all the items of

Yhe reports.

A one bank holding company that reaches $150 million
or more in total consolidated assets should begin report-
ing on the FR Y-9C report form in the quarter following

the report on which its total consolidated assets reache
or exceeds $150 million. In general, once a bank holding
company reaches or exceeds $150 million in total assetsAdditional copies of this instruction book may be

and begins filing the FR Y-9C, it should always file the obtained from the Federal Reserve Bank in the district
FR Y-9C. where the reporting bank holding company submits its

When a multibank holding company through the consoli- FR Y-9C reports.

dation or sale of its banks becomes a one bank holding

company, it may file the FR Y-9SP (rather than the Preparation of the Reports

FR Y-9C and FR Y-9LP) if its total consolidated assets P P

are below $150 millionHowever, the Reserve Bank  Bank holding companies are required to prepare and file
with whom the reporting bank holding company files the Consolidated Financial Statements for Bank Holding

its reports may require, after notifying the holding Companies in accordance with generally accepted
company, that the consolidated report be submitted accounting principles (GAAP) and these instructions. All
to meet supervisory needs. reports shall be prepared in a consistent manner.

The bank holding company’s financial records shall be
Organization of the Instruction Book maintained in such a manner and scope so as to ensure
that the Consolidated Financial Statements for Bank
Holding Companies can be prepared and filed in accor-
dance with these instructions and reflect a fair presenta-
tion of the bank holding company’s financial condition
and results of operations. Questions and requests for
(2) The Line Item Instructions for the balance sheet and interpretations of matters appearing in any part of these
each schedule of the condition statement for the instructions should be addressed to the appropriate Fed-
consolidated bank holding company. eral Reserve Bank (that is, the Federal Reserve Bank in

. _ the district where the bank holding company submits this
(3) The Line Item Instructions for each schedule of the report).

income report for the consolidated bank holding

company.
The instructions and definitions in sections (2) and (3) Appl|cab|l|ty Of_ G_enera”y Accepted _
are not necessarily self-contained; reference to moreAccounting Principles to Bank Holding
detailed treatments in the Glossary may be needed. Company Reporting Requirements

The instruction book is divided into four sections:

(1) The General Instructions describing overall report-
ing requirements.

(4) The Glossary presenting, in alphabetical order, defi- It should be noted that the presentation by bank holding
nitions and discussions of accounting treatments companies of assets, liabilities, and stockholders’ equity
under generally accepted accounting principles and the recognition of income and expenses should be
(GAAP) and other topics that require more extensive reported in accordance with GENERALLY ACCEPTED
treatment than is practical to include in the line item ACCOUNTING PRINCIPLES. Bank holding companies
instructions or that are relevant to several line items are required to report certain other accounts or types of
or to the overall preparation of these reports. The transactions on schedules to the balance sheet and
Glossary is not, and is not intended to be, a com- income statement. In addition, these instructions desig-
prehensive discussion of accounting principles or nate where a particular asset or liability should be re-
reporting. ported.

Instructions for Preparation of Reporting Form FR Y-9C GEN-3
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General Instructions

For bank holding companies that file financial statementsin the district where the majority of the parent bank

with the Securities and Exchange Commission (SEC), holding company’s subsidiary commercial bank deposits
major classifications including total assets, total liabili- are located or where the bank holding company has
ties, total equity capital and net income should generally traditionally reported. No caption on the report forms

be the same between the FR Y-9C report filed with the shall be changed in any way. No item is to be left blank.

Federal Reserve and the financial statements filed withAn entry must be made for each item, i.e., an amount, a
the SEC. zero, or a “N/A.

There may be areas in which a bank holding company An amount or a zero should be entered for all items
wishes more technical detail on the application of except in those cases where (1) the reporting bank hold-
accounting standards and procedures to the requirementihg company does not have any foreign offices; (2) the
of these instructions. Such information may often be reporting company does not have any depository institu-
found in the appropriate entries in the Glossary section tions that are subsidiaries other than commercial banks;
of these instructions or, in more detail, in the GAAP or (3) the reporting bank holding company has no con-
standards. Selected sections of the GAAP standards argoplidated subsidiaries that render services in any fidu-
referenced in the instructions where appropriate. The cjary capacity and its subsidiary banks have no trust
accounting entries in the Glossary are intended to servedepartments. If the reporting bank holding company has
as an aid in specific reporting situations rather than aonly domestic offices, then a “N/A” should be entered

comprehensive statement on accounting for bank holdingso, "schedule HC, items 13(b)(1) and 13(b)(2), and for

companies. Schedule Hl, items 1(a)(2) and 2(a)(2). If the reporting
. company does not have any depository institutions that
Signatures are subsidiaries other than commercial banks, then a

The Consolidated Financial Statements for Bank Hold- “N/A" should be entered for Schedule HC-C, items 2(a)
ing Companies must be signed by one director of the through 2(e). If the reporting company does not have any
bank holding company. This individual should also be a trust activities, then a “N/A" should be entered for
senior official of the bank holding company. In the event Schedule HI, item 5(a).

that the bank holding company does not have an indi- |y addition, bank holding companies who are not
vidual who is a senior official and is also a director, the required to report on the following schedules may fulil
chaqman of the bo_ard_ must sign this report at the placesipqir reporting requirements by entering a “N/A” only on

and in the manner indicated on the forms. the first line item of each schedule: Schedule HC-A

Signatures for lower-tier bank holding companies  (page 4, memoranda item 7, column A), Schedule HC-B,
required to file Consolidated Financial Statements for ~ Part Il (page 6, Part Il item 1), Schedule HC-I (page 15,
Bank Holding Companies (FR Y-9C):FR Y-9Cs filed  item 1, column A) and Schedule HC-IC (page 18,

for lower-tiered bank holding companies with total con- item 1).

solidated assets of $1 billion or more should be signed by 5, reports shall be made out clearly and legibly by

a director of the lower-tiered bank holding company Who v ne\riter or in ink. Reports completed in pencil will not
is also a senior official of the company. However, if this be accepted

requirement delays timely submission of the report from
the lower-tier bank holding company, an authorized offi- Bank holding companies may submit computer printouts
cial of the top-tier bank holding company may sign the in a format identical to that of the report form, including
report to facilitate submission. However, a copy of the all item and column captions and other identifying
completed report signed by a director who is also a humbers.
senior official of the lower tier holding company shall be
kept on file at the lower-tier bank holding company.

Where to Submit the Reports

Submission of the Reports Bank holding companies Submitting Hard Copy Report
The reports are to be submitted for each report date onForms. The completed and manually signed original
the report forms provided by the Federal Reserve Bankreports and the specified number of copies shall be
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General Instructions

submitted to the Federal Reserve Bank in the district received by the appropriate district Federal Reserve
where the majority of the top-tier bank holding compa- Bank. Reports must be received no more than 45 calen-
ny’s commercial bank deposits are located or where thedar days after the report date (subject to the timely filing
bank holding company has traditionally reported. NOTE: provisions set forth in the following paragraph). For

FR Y-9Cs that are filed for lower-tiered bank holding example, the March 31 report must be received by
companies with total consolidated assets of $1 billion or May 15 and the June 30 report by August 14. Earlier
more are to be submitted to the Federal Reserve Banksubmission would aid the Federal Reserve in reviewing

where the top-tier bank holding company is required to and processing the reports and is encouraged. No exten-
submit its reports. sions of time for submitting reports are granted.

Legible photocopies are preferred. However, when car- | N€ reports are due by the end of the reporting day on the

bons are used to prepare copies, the copies must psubmission date (i.e., 5:00 P.M. at each of the Reserve

legible and prepared carefully to ensure that the figures Banks). The filing of a bank holding company’s com-
and other information appear in the correct position on pleted consolidated financial statements will be consid-
all copies. ered timely, regardless of when the reports are received

by the appropriate Federal Reserve Bank, if these reports
All copies shall bear the same signatures as on theare mailed first class and postmarked no later than the
originals, but these signatures may be facsimiles or third calendar day preceding the submission deadline. In
photocopies. the absence of a postmark, a bank holding company

whose completed FR Y-9C is received late may be called
Electronic submission of Report Form®8eginning with upon to provide proof of timely mailing. A “Certificate
the FR Y-9C and FR Y-9LP reports submitted for of Mailing” (U.S. Postal Service Form 3817) may be
December 31, 1991 reporting date, some Federal Reserveised to provide such proof. If an overnight delivery
Banks are offering a limited number of bank holding service is used, entry of the completed original reports
companies the option of submitting their completed into the delivery system on the day before the submis-
reports electronically. Beginning with the March 1992 sjon deadline will constitute timely submission. In addi-
reports, some Federal Reserve Banks will offer all hold- tion, the hand delivery of the completed original reports
ing companies in their Districts the option of submitting on or before the submission deadline to the location to
their FR Y-9C and FR Y-9LP electronically. Any bank which the reports would otherwise be mailed is an
holding company interested in submitting the FR Y-9C acceptable alternative to mailing such reports. Bank
and FR Y-9LP electronically should contact the Federal ho|ding companies that are unable to obtain the required
Reserve Bank in the district where the majority of the gjrectors’ signatures on their completed original reports
top-tier bank holding company’s commercial bank i, syfficient time to file these reports so that they are
deposits are located or where the bank holding companyeceived by the submission deadline may contact the
has traditionally reported. Bank holding companies jstrict Federal Reserve Bank to which they mail their
choosing to submit these reports electronically must yginal reports to arrange for the timely submission of

maintain in their files a manually signed and attested e report data and the subsequent filing of their signed
printout of the data submitted. The cover page of the reports.

Reserve Bank supplied report forms received for that
report date should be used to fulfill the signature and If the submission deadline falls on a weekend or holiday,
attestation requirement and this page should be attachedhe report must be received by 5:00 P.M. on the first
to the printout placed in the bank holding company’s business day after the Saturday, Sunday, or holiday. Any
files. report received after 5:00 P.M. on the first business day
after the Saturday, Sunday, or holiday deadline will be
Submission Date considered late .unless it hgs_ been postmarked three
calendar days prior to the original Saturday, Sunday, or
The term “submission date” is defined as the date by holiday submission deadline (original deadline), or the
which a bank holding company’s completed original institution has a record of sending the report by over-
Consolidated Financial Statements (FR Y-9C) must be night service one day prior to the original deadline.
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Amended Reports should consolidate any company in which it owns more

, - than 50 percent of the outstanding voting stock.
The Federal Reserve may require the filing of amended

Consolidated Financial Statements for Bank Holding Exclusi f C
Companies if reports as previously submitted contain Xclusions ro_m overage
significant errors. In addition, a bank holding company Of the Consolidated Report

should file an amended report when internal or external Equity securities acquired for debts previously con-

auditors _make_audlt adjustments _that result ina restate+,5cted—For purposes of this report, the equity securities
ment of financial statements previously submitted to the o¢ 51 unaffiliated bank, bank holding company, or any
Federal R_eserve. The _Federal Reserve also requ_ests_thq;ther unaffiliated company acquired by the reporting
bank holding companies that have restated their prior 3k holding company or its consolidated subsidiaries
period financial statements as a result of an acquisitionfor gepts previously contracted should be reported on the
accounted for on a pooling of interest basis submit pajance sheet as third party transactions in the appropri-
revised reports for the prior year-ends. While informa- ate Jine item(s). These unaffiliated companies should not
tion to complete all schedules to the FR Y-9C may not be pe reported as an investment in a subsidiary nor should
available, bank holding companies are requested to pro-they be consolidated, for purposes of this report, even

vide the Consolidated Balance Sheet (Schedule HC) andwhen the equity securities represent a majority of the
the Consolidated Income Statement (Schedule HI) for outstanding stock of the company.

the prior year-ends. In the event that certain of the L .
required data are not available, bank holding companies>uPsidiaries held on a temporary basisf control of a
should contact the appropriate Reserve Bank for informa- _maljonty-owned subsidiary by the bank h0|d'ng company
tion on submitting revised reports. is I|k_er to be temporary or does not rest with the bank
holding company because of legal or other reasons (e.g.,
the subsidiary is in bankruptcy), the subsidiary is not
required to be consolidated for purposes of the report.
Thus, the bank holding company’s investments in such
Scope of the “Consolidated Bank Holding  subsidiaries are not eliminated in consolidation but will
Company” Required To Be Reported in ble reflected in the reportlsdin tge b:lg:jch shee’:j item for
; “Investments in unconsolidated subsidiaries and associ-
the Submitted Reports ated companies” (Schedule HC, item 8) and other trans-
Each bank holding company shall account for any invest- actions of the bank holding company with such subsidi-
ments in unconsolidated subsidiaries, associated compaaries will be reflected in the appropriate items of the
nies, and those corporate joint ventures over which thereports in the same manner as transactions with unrelated
bank holding company exercises significant influence outside parties. Additional guidance on this topic is
according to the equity method of accounting, as pre- provided in accounting standards, including Financial
scribed by GAAP. The equity method of accounting is Accounting Standards Board Statement No. 94 and SEC
described in Schedule HC, item 8. (Refer to the Glossary Staff Accounting Bulletin No. 92.

entry for “subsidiaries” for the definitions of the terms Custody accounts-All custody and safekeeping activi-
subsidiary, associated company, and corporate Ointies (je., the holding of securities, jewelry, coin collec-

venture.) tions, and other valuables in custody or in safekeeping

For purposes of this report, the bank holding company for customers) should not to be reflected on any basis in
should consolidate its subsidiaries on the same basis as ithe balance sheet of the Consolidated Financial State-
does for its annual reports to the SEC or, for those bank ments for Bank Holding Companies unless cash funds
holding companies that do not file reports with the SEC, held by the bank in safekeeping for customers are com-

on the same basis as described in generally acceptedningled with the general assets of the reporting bank
accounting principles (GAAP). holding company. In such cases, the commingled funds

would be reported in the Consolidated Financial State-
Generally, under the rules for consolidation established ments for Bank Holding Companies as deposit liabilities
by the SEC and by GAAP, bank holding companies of the bank holding company.
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Rules of Consolidation minority interests in item 10, “Minority interest” in

) } Schedule HI, “Consolidated Income Statement.”
For purposes of these reports, all offices (i.e., branches

and subsidiaries) that are within the scope of the consoli- . .
dated bank holding company as defined above are to beReportlng by T_ype of Offlc_e
reported on a consolidated basis. Unless the report form(FOr bank holding companies
captions or the line item instructions specifically state With foreign offices)

otherwise, this consolidation shall be on a line-by-ine g, information in the consolidated Financial State-

ba3|s,|_3cgord|ng to thehcaptlor; Sh?wn' AS par_t of thedments for Bank Holding Companies are to be reported by
consolidation process, the results of all transactions an hype of office (e.g., for domestic offices or for foreign

all intercompany balances (e.g., outstanding asset/debbfﬁces) as well as for the consolidated bank holding
relationships) between offices, subsidiaries, and Othercompany. Where information is called for by type of
entities included in the scope of the consolidated bank qfice, the information reported shall be the office compo-
holding company are to be eliminated in the consolida- pent of the consolidated item unless otherwise specified
tion and must be excluded from the Consolidated Finan-jn the line item instructions. That is, as a general rule, the
cial Statements for Bank Holding Companies. (For office information shall be reported at the same level of
example, eliminate in the consolidation: (1) loans made consolidation as the fully consolidated statement, shall
by the bank holding company to a consolidated sub- reflect only transactions with parties outside the scope of
sidiary and the corresponding liability of the subsidiary the consolidated bank holding company, and shall
to the bank holding company, (2) a consolidated sub- exclude all transactions between offices of the consoli-
sidiary’s deposits in another consolidated bank holding dated bank holding company as defined above.
company subsidiary and the corresponding cash or
interest-bearing asset balance of the subsidiary, a”dConfidentiaIity
(3) the intercompany interest income and expense related

to such loans and deposits of the bank holding companyThe completed version of this report generally is avail-
and its consolidated subsidiaries.) able to the public upon request on an individual basis,
- with the exceptions outlined below. However, a reporting
SUBSIDIARIES OF SUBSIDIARIES. For a subsidiary of a 1o holding company may request confidential treat-
bank holding company that is in turn the parent of one or e for the Consolidated Financial Statements for Bank
more subsidiaries: Holding Companies (FR Y-9C) if the bank holding com-
dq Pany is of the opinion that disclosure of specific commer-
cial or financial information in the report would likely
result in substantial harm to its competitive position, or
that disclosure of the submitted information would result

(2) Each subsidiary shall account for any investments in IN Unwarranted invasion of personal privacy.

unconsolidated subsidiaries, corporate joint ventures A request for confidential treatment must be submitted in
over which the bank holding company exercises writing concurrently with the submission of the report.
significant influence, and associated companies The request must discuss writing the justification for
according to the equity method of accounting. which confidentiality is requested and must demonstrate
the specific nature of the harm that would result from
public release of the information. Merely stating that
competitive harm would result or that information is
personal isnot sufficient.

(1) Each subsidiary shall consolidate its majority-owne
subsidiaries in accordance with the consolidation
requirements set forth above.

MINORITY INTERESTS. A minority interest arises when
the reporting bank holding company owns less than
100 percent of the stock of a consolidated subsidiary.
The minority interest consists of the shares of stock not
owned by the reporting bank holding company. Report WHEN CONFIDENTIAL TREATMENT IS RE-
minority interests in the reporting bank holding compa- QUESTED, THE FR Y-9C COVER SHEET SHOULD
ny's consolidated subsidiaries in Schedule HC, item 24, BE LABELED “CONFIDENTIAL.” THIS INFORMA-
“Minority interest in consolidated subsidiaries and simi- TION SHOULD BE SPECIFICALLY IDENTIFIED AS
lar items.” Report income (or loss) associated with such BEING CONFIDENTIAL.
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Information for which confidential treatment is requested (1) Schedule HC, item 8, “Investments in unconsoli-
may subsequently be released by the Federal Reserve dated subsidiaries and associated companies.”
System if the Board of Governors determines that the (2) Schedule HC, item 27(d), “Retained earnings.”

disclosure of such information is in the public interest.
(3) Schedule HC, item 27(e), “Net unrealized holding

The following data provided in response to reporting gains (losses) on available-for-sale securities.”

requirements will be treated as confidential by the Fed-
eral Reserve Board: (4) Schedule HC, item 27(f), “Accumulated net hold- |

ing gains (losses) on cash flow hedges.”
(1) Schedule HC-H, Column A, “Past due 30 through

89 days and still accruing,” and Memoranda item 2,
“Restructured loans and leases”

(5) Schedule HC, item 27(g), “Cumulative foreign cur- |
rency translation adjustments,” (for bank holding
companies with foreign offices).

(6) Schedule HC-B, Part I, item 9, “Lease financing
receivables (net of unearned income).”

Roundlng (7) Schedule HC-G, item 1, “Deferred taxes,” as

For bank holding companies with total assets of less than appropriate.

$10 billion, all dollar amounts must be reported in thou- gy Schedule HC-I, Part 1, item 2, “Securities,’
sands, with the figures rounded to the nearest thousand. =~ (column A) if applicable.

Items less than $500 will be reported as zero. For bank . ) )
holding companies with total assets of $10 billion or (9) Schedule HC-I, Part 1, item 6, “All other assets,

Miscellaneous General Instructions

more, all dollar amounts may be reported in thousands, (column A) if applicable.

but each bank holding company, at its option, may round (10) Schedule HI, memorandum item M6(c), “Itemize
the figures reported to the nearest million, with zeros and describe the three largest amounts that exceed
reported in the thousands column. For bank holding 10 percent of Schedule Hl, item 5(e).”

companies exercising this option, amounts less than ) . )
$500,000 will be reported as zero. (11) Schedule Hl, memor_andum item M? Other nonin-

. _ _ ' ' terest expense (itemize and describe the three larg-
Rounding could result in details not adding to their stated est amounts that exceed 10 percent of Schedule HI,
totals. However, to ensure consistent reporting, the item 7(c).”
rounded detail items should be adjusted so that the totals ) . i
and the sums of their components are identical. (12) Schedule HI-A, item 13(a) “Change in net unreal-

. . _ ized holding gains (losses) on available-for-sale
On the Consolidated Financial Statements for Bank securities.”

Holding Companies, “Total assets” (Schedule HC, ) . )

item 12) and “Total liabilities and equity capital” (13) Schedule HI-A, item 13(b) "Change in accumu-
(Schedule HC, item 28), which must be equal, must be lated net gains (losses) on cash flow hedges.
derived from unrounded numbers and then rounded to\when negative entries do occur in one or more of these

ensure that these two items are equal as reported. items, they shall be recorded in parentheses rather than

. . with a minus €) sign.
Negative Entries ,
On the Consolidated Income Statement (Schedule HI),

Except for the items listed below, negative entries are negative entries may appear as appropriate. Income items

generally not appropriate on the FR Y-9C and should not with a debit balance and expense items with a credit
be reported. Hence, assets with credit balances must b&alance must be reported in parentheses.

reported in liability items and liabilities with debit bal-

ances must be reported in asset items, as appropriate, an@/erifi cation

in accordance with these instructions. The items for

which negative entries may be made, if appropriate, are All addition and subtraction should be double-checked
as follows: before reports are submitted. Totals and subtotals in
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supporting materials should be cross-checked to corre-previous report, a brief explanation of the changes should
sponding items elsewhere in the reports. be attached to the submitted reports.

Before a report is submitted, all amounts should be Bank holding companies should retain workpapers and
compared with the corresponding amounts in the previ- other records used in the preparation of these reports.
ous report. If there are any unusual changes from the
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LINE ITEM INSTRUCTIONS FOR THE

Consolidated Balance Sheet for
Bank Holding Companiesschedule HC

The line item instructions should be read in conjunction with the Glossary and other
sections of these instructions. See the discussion of the Organization of the
Instruction Book in the General Instructions.

Assets important part of their functions, activities simi-
lar to those of a central bank; and

Line Item 1 Cash and balances due from _
depository institutions. (d) the Bank for International Settlements (BIS).

Report in item 1(a) noninterest-bearing balances dueBalances due from such institutions cover all interest-
from depository institutions and currency and coin and in bearing and noninterest-bearing balances whether in the
item 1(b) interest-bearing balances due from depository form of demand, savings, or time balances, including

institutions. certificates of deposit, but excluding any balances held

) o ) in the consolidated bank holding company’s trading
Depository institutions cover the following: accounts. Balances with foreign central banks should
(1) Depository institutions in the U.S.g., include all balances with such entities, including reserve,

operating, and investment balances. Balances should
include “placements and redeposits” between foreign

offices of the banking subsidiaries of the reporting bank

holding company and foreign offices of other banks.

(@) U.S. branches and agencies of foreign banks
(refer to the Glossary entry for “banks, U.S. and
foreign” for the definition of this term);

(b) U.S. branches of U.S. banks (refer to the Glos-

sary entry for “banks, U.S. and foreign”): Treatment of reciprocal balances with depository insti-

tutions. Reciprocal balances arise when two depository
(c) savings or building and loan associations, home- institutions maintain balances with each other, i.e., each

stead associations, and cooperative banks; institution has both a “due from” and a “due to” balance
with the other institution. For purposes of reporting on
o this schedule and on Schedule HC-C, Deposit Liabilities

(e) credit unions. in Domestic Offices of the Bank Holding Company,
(2) Banks in foreign countries.e., reciprocal balances should be reported in accordance
with generally accepted accounting principles.

(d) mutual and stock savings banks; and

(a) foreign-domiciled branches of other U.S. banks;

and For purposes of these reports, deposit accounts “due
from” other depository institutions that are overdrawn
are to be reported as borrowings in Schedule HC,
See the Glossary entry for “banks, U.S. and foreign” item 17. For further information, refer to the Glossary
for a description of banks in foreign countries. entry for “overdraft.”

(b) foreign-domiciled branches of foreign banks.

(3) Foreign central banks,e., Excludefrom items 1(a) and 1(b) the following:

(a) foreign central banks in foreign countries; (1) All intracompany transactions, i.e., all transactions

(b) departments of foreign central governments that ~ between any offices of the consolidated bank holding
have, as an important part of their functions, company.

activities similar to those of a central bank; (2) Claims on banks or other depository institutions held

(c) nationalized banks and banking institutions in the consolidated bank holding company’s trading
owned by central governments that have, as an accounts.
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(3) Deposit accounts “due to” other depository institu-
tions that are overdrawn (report in Schedule HC-B,
Part I, item 3, “Loans to depository institutions”).

(4) Loans to depository institutions (report in Sched-
ule HC-B, Part I, item 3).

(5) Unavailable balances due from closed or liquidating
banks or other depository institutions (report in
Schedule HC, item 11, “Other assets”).

Line ltem 1(a) Noninterest-bearing balances and
currency and coin.

Report the total of all noninterest-bearing balances due
from depository institutions, currency and coin, cash
items in process of collection, and unposted debits.

For purposes of this report, the consolidated bank hold-
ing company’s overdrafts on deposit accounts it holds
with other depository institutions that are not consoli-
dated on the reporting bank holding company’s FR Y-9C
(i.e., its “due from” accounts) are to be reported as
borrowings in Schedule HC, item 17, except overdrafts

arising in connection with checks or drafts drawn by (3)

subsidiary depository institutions of the reporting bank
holding company and drawn on, or payable at or through,
another depository institution either on a zero-balance
account or on an account that is not routinely maintained

with sufficient balances to cover checks or drafts drawn (

in the normal course of business during the period until
the amount of the checks or drafts is remitted to the other
depository institution (in which case, report the funds
received or held in connection with such checks or drafts
as deposits in Schedule HC-C until the funds are
remitted).

Noninterest-bearing balances include the following:

(1) Cash items in process of collectioBash items in
process of collection include the following:

(a) Checks or drafts in process of collection that are
drawn on another depository institution (or on a
Federal Reserve Bank) and that are payable
immediately upon presentation in the country
where the reporting bank holding company’s
office that is clearing or collecting the check or

(“cash letters”) and checks or drafts on hand
that will be presented for payment or forwarded
for collection on the following business day.

(b) Government checks drawn on the Treasurer of
the United States or any other government
agency that are payable immediately upon pre-
sentation and that are in process of collection.

(c) Such other items in process of collection that are
payable immediately upon presentation and that
are customarily cleared or collected as cash items
by depository institutions in the country where
the reporting bank holding company’s office
which is clearing or collecting the item is
located.

Unposted debitswhich are cash items in a subsidi-
ary depository institution’s possession, drawn on
itself, that are immediately chargeable, but that have
not been charged to the general ledger deposit con-
trol account at the close of business on the report
date.

Noninterest-bearing balances with depository insti-
tutions,i.e., whether in the form of demand, time, or
savings balances, provided that the accounts pay no
interest.

4) Balances due from Federal Reserve Baagkshown

by the subsidiary depository institutions on the con-
solidated bank holding company’s books. This
amount includes reserves and other balances.

Currency and coinlinclude both U.S. and foreign
currency and coin owned and held in all offices of
the consolidated bank holding company; currency
and coin in transit to a Federal Reserve Bank or to
any other depository institution for which the report-
ing bank holding company’s subsidiaries have not
yet received credit; and currency and coin in transit
from a Federal Reserve Bank or from any other
depository institution for which the accounts of the
subsidiaries of the reporting bank holding company
have already been charged. Foreign currency and
coin should be converted into U.S. dollar equivalents
as of the report date.

draft is located. This includes checks or drafts Exclude from this item the following:

drawn on other institutions that have already

been forwarded for collection but for which the (1) Credit or debit card sales slips in process of collec-

reporting bank has not yet been given credit

HC-2

tion (report as noncash items in Schedule HC,
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item 11, “Other assets”). However, when the report- Line Item 1(b)(2) In foreign offices, Edge and
ing bank holding company or its consolidated subsid- Agreement subsidiaries, and IBFs.

iaries have been notified that they have been given
credit, the amount of such sales slips should be
reported in this item.

NOTE: This item is to be reported only by bank holding
companies that have foreign offices or Edge or Agree-
ment subsidiaries or whose consolidated subsidiaries
. . I . have foreign offices, Edge or Agreement subsidiaries, or
(2) Cash items not conforming to the definition of in e hational Banking Facilities. Report the total of all

process of collection, whether or not cleared through jhterest-bearing balances due from depository institu-

Federal Reserve Banks (report in Schedule HC, tions wherever located, provided that the reporting bank

item 11, “Other assets”"). holding company or its consolidated subsidiaries book

) ) . ] . ) such balances as assets of offices that are located outside

(3) Commodity or bill-of-lading drafts (including arrival  the fifty states of the United States and the District of

drafts) not yet payable (because the merchandisecolumbia. Also report all interest-bearing balances held

against which the draft was drawn has not yet jn |nternational Banking Facilities (IBFs) and in Edge

arrived), whether or not deposit credit has been and Agreement corporations of the reporting bank hold-

given. (If deposit credit has been given, report as ing company or its consolidated subsidiaries.

loans in the appropriate item of Schedule HC-B; if

the drafts were received on a collection basis, they Line Item 2 Securities.

should be excluded entirely from the consolidated

bank holding company’s balance sheet, Sched- Line Item 2(a) Held-to-maturity securities.

ule HC, until the funds have actually been collected. .
y ) Report the amount from Schedule HC-A, item 6, col-

umn A, “Total amortized cost.”
Line Item 1(b) Interest-bearing balances.

_ _ Line Item 2(b) Available-for-sale securities.
Report the total of all interest-bearing balances due from

depository institutions and foreign central banks that are Réport the amount from Schedule HC-A, item 6, col-
held in offices of the bank holding company or its con- Umn D, “Total fair value.

solidated subsidiaries. ) »
Line Item 3 Federal funds sold and securities

purchased under agreements to resell.

Line Item 1(b)(1) In U.S. offices. Report in the appropriate item the dollar amount out-

Report the total of all interest-bearing balances due from standing of federal funds sold and securities purchased
depository institutions and foreign central banks that are under agreements to resell.

held in offices of the bank holding company or its con- gxcjyde from this item the following:

solidated subsidiaries located in the fifty states of the )
United States and the District of Columbia. NOTE: This (1) Sales of so-called “term federal funds” (as defined
item should include balances due from unaffiliated U.S. N the Glossary entry for “federal funds trans-
and foreign banks and central banks wherever those ~ actions’) (reportin Schedule HC, item 4(a), "Loans
institutions are located, provided that such balances are ~ @nd leases, net of unearned income”).

booked as assets in domestic offices of the bank holding(2) Due bills representing purchases of securities or
company or of its consolidated subsidiaries. other assets by the reporting bank holding company
or its subsidiaries that have not yet been delivered
and similar instruments, whether collateralized or
uncollateralized (report in Schedule HC, item 4(a)).
See the Glossary entry for “due bills.”

Exclude balances held in Edge and Agreement subsidi-
aries or in international banking facilities (IBFs) of the

reporting bank holding company, which are considered
foreign offices of the bank holding company for purposes
of this report. Such balances are to be reported in (3) Resale agreements involving financial assets other
item 1(b)(2) below. than securities that mature in more than one business
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day or are not in immediately available funds (report Line Iltem 5 Trading assets.

in item 4(a)). Report the value of all assets held in the bank holding

Report federal funds sold on a gross basis; do not netcompany’s or its consolidated subsidiaries’ trading

these assets against federal funds purchased or securitiegsccounts. All assets held in trading accounts are to be
sold under agreements to repurchase. See the Glossaryeported in accordance with GAAP. See the Glossary
entry for “federal funds transactions.” entry for “trading account” for further information.

Securities purchased under agreements to resell may bessets held in trading accounts include but are not lim-
netted against securities sold under agreements to repurited to the following:

chase to the extent allowable under generally accepted .
accounting principles (GAAP). See the Glossary entry (1) U.S. Treasury securities;

for “repurchase/resale agreements.” (2) U.S. government agency and corporation

) ] , ] obligations;
Line ltem 4 Loans and lease financing receivables. o N o

. (3) securities issued by states and political subdivisions
Line Item 4(a) Loans and leases, net of unearned in the U.S.:

income.

. 4) oth ;
Report the amount from Schedule HC-B, Part |, item 11, (4) other bonds, notes, and debentures;

column A. (5) certificates of deposit;
Line Item 4(b) LESS: Allowance for loan and (6) commercial paper; and
lease losses. (7) bankers acceptances.

Report the allowance for loan and lease losses as deter- . . )
mined in accordance with generally accepted accounting-n€ Item 6 Premises and fixed assets.
principles (GAAP) (and described in the Glossary entry Report the book value, less accumulated depreciation or
for “allowance for loan and lease losses”). amortization, of all premises, equipment, furniture, and
. . fixtures purchased directly or acquired by means of
Line ltem 4(c)LESS: Allocated transfer risk reserve. 5 canita| lease. The method of depreciation or amortiza-
If the reporting bank holding company or its consoli- tion should conform to generally accepted accounting
dated subsidiaries are required to establish and maintairprinciples.
an allocated transfer risk reserve as specified in Sec-
tion 905(a) of the International Lending Supervision Act
of 1983, in the agency regulations implementing the Act
(Subpart D of Federal Reserve Regulation K, Part 351 of
the FDIC's Rules and Regulations, and Part 20 of the Include the following as premises and fixed assets:
Comptroller of the Currency’s Regulations), and in any
guidelines, letters, or instructions issued by the agencies,
report in this item the dollar amount required to be
maintained in such a reserve.

Do not deduct mortgages or other liens on such property
(report in Schedule HC, items 17 and 18, “Other bor-
rowed money,” as appropriate).

(1) Premises that are actually owned and occupied (or
to be occupied, if under construction) by the bank
holding company, its consolidated subsidiaries, or
their branches.

If the reporting bank holding company or its consoli-

dated subsidiaries are not required to establish an

maintain an allocated transfer risk reserve, report a zero

d (2) Leasehold improvements, vaults, and fixed machin-
ery and equipment.

or the word “none.” (3) Remodeling costs to existing premises.
Line Item 4(d) Loans and leases, net of unearned (4) Real estate acquired and intended to be used for
income, allowance for loan and lease losses, and future expansion.

allocated transfer risk reserve. (5) Parking lots that are used by customers or employ-

Report the amount derived by subtracting items 4(b) and ees of the bank holding company, its consolidated
4(c) from item 4(a). subsidiaries, and their branches.
HC-4 Instructions for Preparation of Reporting Form FR Y-9C
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(6)

()

©)

9)

Furniture, fixtures, and movable equipment of the subitem certain receivables resulting from sales of other
bank holding company, its consolidated subsidi- real estate owned as described. This item should be
aries, and their branches. reported net of any valuation allowance applicable to

Automobiles, airplanes, and other vehicles owned Other real estate owned.

by the bank holding company or its consolidated Report in item 7(a) real estate acquired in satisfaction of
subsidiaries and used in the conduct of its business. ygpts previously contracted. Report in item 7(b) real

The amount of capital lease property (with the bank estate acquired and held for investment and property
holding company or its consolidated subsidiaries as originally acquired for future expansion but no longer
lessee)—premises, furniture, fixtures, and equip- intended to be used for that purpose.

ment. See the discussion of accounting with bank
holding company as lessee in the Glossary entry for
“lease accounting.”

Exclude any property necessary for the conduct of bank-
ing business (report in Schedule HC, item 6, “Premises
and fixed assets”).

Stocks and bonds issued by nonmajority-owned

corporations whose principal activity is the

ownership of land, buildings, equipment, furniture, Line Iltem 7(a) Real estate acquired in satisfaction

or fixtures occupied or used (or to be occupied or of debts previously contracted.

used) by the bank holding company, its consoli- Include the following as real estate acquired in satisfac-

dated subsidiaries, or their branches.

Property formerly but no longer used for banking or

tion of debts previously contracted:

nonbanking activities may be reported in this item as (1) Real estate acquired in any manner for debts previ-

“Premises and fixed assets” or in item 7(b), “Other real
estate owned.”

Excludefrom premises and fixed assets:

(1)

(2) Favorable leasehold rights (report in item 10(b)(2), (2)

3)

Original paintings, antiques, and similar valuable
objects (report in item 11, “Other assets”);

“All other identifiable intangible assets”); and

Loans and advances, whether secured or unsecured,
to individuals, partnerships, and nonmajority-owned
corporations for the purpose of purchasing or hold-
ing land, buildings, or fixtures occupied or used (or
to be occupied or used) by the bank holding com-
pany, its consolidated subsidiaries, or their branches
(report in item 4(a) “Loans and leases, net of

unearned income”).

Line Item 7 Other real estate owned.

Report the book value (not to exceed fair value), less
accumulated depreciation, if any, of all real estate other
than premises actually owned by the bank holding com-
pany or its consolidated subsidiaries. Do not deduct
mortgages or other liens on such property (report in
Schedule HC, items 17 and 18, “Other borrowed
money,” as appropriate). Also report in the appropriate

Instructions for Preparation of Reporting Form FR Y-9C
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ously contracted, (including, but not limited to, real
estate acquired through foreclosure and real estate
acquired by deed in lieu of foreclosure), even if the
bank holding company or its consolidated subsidi-
aries has not yet received title to the property.

Real estate collateral underlying a loan when the
bank holding company has obtained physical posses-
sion of the collateral, regardless of whether formal
foreclosure proceedings have been instituted against
the borrower.

Foreclosed real estate received in full or partial satis-
faction of a loan should be recorded at the fair value
less cost to sell the property at the time of foreclo-
sure. The fair value of the asset less cost to sell the
property at the time of foreclosure becomes the
“cost” of the asset. When foreclosed real estate is
received in full satisfaction of a loan, the amount, if
any, by which the recorded amount of the loan
exceeds the fair value less cost to sell the property is
a loss which must be charged to the allowance for
loan and lease losses at the time of foreclosure. Any
amount of senior debt to which foreclosed real estate
is subject at the time of foreclosure must be reported
as a liability in Schedule HC, items 17 and 18,
“Other borrowed money,” as appropriate.
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After foreclosure, each individual foreclosed real
estate asset must be carried at the lower of (1) the
fair value of the asset minus estimated costs to sell
the asset as of the reporting date or (2) the “cost” of
the asset as defined in the preceding paragraph. This
determination must be made on an asset-by-asset

basis. If the fair value of a foreclosed real estate asset(2)

minus the estimated costs to sell the asset is less than
the asset’s cost, the deficiency must be recognized
as a valuation allowance against the asset which
is created through a charge to expense. The valua-
tion allowance should thereafter be increased or
decreased (but not below zero) through charges or
credits to expense for changes in the asset's fair

value or estimated selling costs. For further informa- (3)

tion, see the glossary entries for “foreclosed assets”
and “troubled debt restructurings.”

(3) Foreclosed real estate sold under contract and

accounted for under the deposit method of account-
ing in accordance with FASB Statement No. 66,
“Accounting for Sales of Real Estate.” Under this
method, the seller does not record notes receivable,
but continues to report the real estate and any related
existing debt on its balance sheet. The deposit
method is used when a sale has not been consum-
mated and is commonly used when the recovery of
the carrying value of the property is not reasonably
assured. If the full accrual, installment, cost recov-
ery, reduced profit, or percentage-of-completion
method of accounting under FASB Statement No. 66
is being used to account for the sale, the receivable
resulting from the sale of the foreclosed real estate
should be reported as a loan in Schedule HC-B,
Part | and any gain on the sale should be recognized
in accordance with FASB Statement No. 66. For
further information, see the Glossary entry for “fore-
closed assets.”

(4)

the bank holding company or a consolidated subsidi-
ary and held for development or other investment
purposes. (Do not include real estate acquired in any
manner for debts previously contracted, which are to
be reported in item 7(a) above.)

Real estate acquisition, development, or construction
(ADC) arrangements that are accounted for as invest-
ments in real estate in accordance with guidance
prepared by the American Institute of Certified
Public Accountants (AICPA) in Notices to Practi-
tioners issued in November 1983, November 1984,
and February 1986.

Real estate acquired and held for investment by the
consolidated holding company or a consolidated
subsidiary that has been sold under contract and
accounted for under the deposit method in accor-
dance with FASB Statement No. 66, “Accounting
for Sales of Real Estate.” Under this method, the
seller does not record notes receivable, but con-
tinues to report the real estate and any related exist-
ing debt on its balance sheet. The deposit method
is used when a sale has not been consummated
and is commonly used when the recovery of the
carrying value of the property is not reasonably
assured. Once the criteria for sale treatment under
FASB Statement No. 66 have been met, the receiv-
able resulting from the sale of the foreclosed real
estate should continue to be reported in this item or
should be reported as a loan in Schedule HC-B,
Part I, and any gain on the sale should be recognized
in accordance with FASB Statement No. 66.

Any other loans secured by real estate and advanced
for real estate acquisition, development, or invest-
ment purposes if the reporting bank in substance has
virtually the same risks and potential rewards as an
investor in the borrower’s real estate venture.

Line item 7(b) Other real estate owned.

Investments in corporate joint ventures, unincorpo-
rated joint ventures, and general or limited partner-
ships that are primarily engaged in the holding of
real estate for development, resale, or other invest-
ment purposes and over which the bank does not
exercise significant influence.

Report in this item all real estate acquired and held by (5)
the consolidated bank holding company for investment
purposes. Property formerly but no longer used for bank-
ing or nonbanking activities may be reported in this item

as “Other real estate owned” or in item 6, as “Premises
and fixed assets.”

Include in this item the following:

(6)

Property originally acquired for future expansion but
(1) Any real estate acquired, directly or indirectly, by no longer intended to be used for that purpose.

Instructions for Preparation of Reporting Form FR Y-9C
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Line Item 8 Investments in unconsolidated immediately reduces the customer’s indebtedness to the
subsidiaries and associated companies. banking subsidiary on such an acceptance; or (2) the
reporting bank holding company or its consolidated sub-

_Repotrt thf _an:guntt OL ﬂ;e ”bang( .gplc_ilngthc?rﬂpany St sidiaries acquire and hold one of the holding company’s
investments in the stock of all subsidiaries that have no banking subsidiaries’ acceptances.

been consolidated, associated companies, and those cor- . o
porate joint ventures over which the reporting bank hold- For purposes of reporting an amount in this item, bank
ing company exercises significant influence (collectively holding companies may use generally accepted account-

referred to as “investees”). Also include loans and ing principles.

advances to investees and holdings of their bonds, notes(See the Glossary entry for “bankers acceptances” for
and debentures. further information.)

Investments in the common stock of investees shall be
reported using the equity method of accounting in accor-
dance with GAAP. Under the equity method, the carrying Report in the appropriate subitem the unamortized
value of the bank holding company’s investment in the amount of intangible assets. Such intangibles may arise
common stock of an investee is originally recorded at from the following:

cost but is adjusted periodically to record as income (1y psiness combinations accounted for under the pur-
the bank holding company’s proportionate share of the ** ¢hase method in accordance with Accounting Prin-

investee’s earnings or losses ar_1d decreaseq by the ciples Board Opinion No. 16, as amended, and
amount of any cash dividends received from the investee o . o
and amortization of goodwill. (2) acquisitions of portions or segments of another insti-

) o o tution’s business, such as branch offices, mortgage
Unconsolidated subsidiaries include all subsidiaries of  geryicing portfolios, and credit card portfolios.

the reporting bank holding company that are 50 percent i i ) )

or less owned (i.e., less than majority-owned) by the FO purposes of reporting on this schedule, intangible
reporting bank holding company or, for some reason assets should be amortized over their useful life in accor-
under GAAP, are not consolidated on the reporting bank dance with the provisions stated in GAAP. Bank holding

holding company’s consolidated financial statements. Companies that are registered with the Securities and

Refer to the General Instructions section of this book for Exchange Commission (SEC) should amortize their
a more detailed discussion of consolidation. See also thelNtangible assets in accordance with SEC Staff Account-

Glossary entry for “subsidiaries” for definitions of sub- g Bulletin Number 42A.
sidiary, associated companies, and joint ventures.

Line Item 10 Intangible assets.

Line Item 10(a) Mortgage servicing assets.

Report the carrying value of mortgage servicing assets,
i.e., the unamortized cost of acquiring contracts to ser-
vice loans secured by real estate (as defined for Sched-
Report the full amount (with the exceptions noted below) ule HC-B, Part |, item 1, in the Glossary entry for
of customers’ liability to the consolidated bank holding “Loans secured by real estate”) that have been securi-
company on drafts and bills of exchange that have beentized or are owned by another party, net of any related
accepted by the banking subsidiaries of the reporting valuation allowances. Servicing assets resulting from
bank holding company, or by others for their accounts, contracts to service financial assets other than loan
and are outstanding. secured by real estate should be reported in line ite

Line Item 9 Customers’ liability on acceptances
outstanding.

The amount of customers’ liability to the consolidated 10(b)(D).-

bank holding company on acceptances executed by its, . .

banking subsidiaries that have not yet matured should beL'?i. Iterr;]_10(b)(dl) Purcr:ased cred!t _card t I
reduced when (1) the customer anticipates its liability to relationships and nonmortgage servicing assets.
the banking subsidiaries of the reporting bank holding Report the carrying value of purchased credit card rela-
company on an outstanding acceptance by making ationships (PCCRs) plus the carrying value of nhonmort-
payment in advance of the acceptance’s maturity thatgage servicing assets.
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business dealings with the cardholders. In general, separable group of assets of an acquired company or a|
PCCRs are an amount paid in excess of the value of theentire acquired company is sold or otherwise liquidated.
purchased credit card receivables. Such relationshipsin that case, some or all of the unamortized goodwill

arise when a banking organization purchases existingrecognized in the acquisition should be included in the
credit card receivables and also has the right to provide cost of the assets sold. The amount of goodwill reported
credit card services to those customers. PCCRs may alsan this item should not be reduced by any negative
be acquired when the reporting bank holding company goodwill. Any negative goodwill arising from a business

acquires an entire depository institution. combination accounted for as a purchase must be

PCCRs shall be carried at amortized cost, not in excessreDorted in Schedule HC, item 23, *Other liabilities.” In

. . addition, the amount of negative goodwill included in
of the discounted amount of estimated future net cash o - :

g . : other liabilities must be disclosed separately in the
flows. If unanticipated acceleration or deceleration of “Notes to the Balance Sheet” For further information
cardholders payments, account attrition, changes in fees,see the Glossary entry for “bu.siness combinations.” '
or finance charges, or if other events occur that reduce y y '
the amount of expected future net cash flows, a writ-
edown of the book value of the PCCRs shall be made toLine Item 11 Other assets.
the extent that the discounted amount of estimated future

net cash flows is less than the asset’s carrying amount.

PCCRs represent the right to conduct ongoing credit carddisposal of goodwill is made when a large segment orIv

Report income earned, not collected, deferred income
taxes (if debit balance), and all other assets not properly
The carrying value of nonmortgage servicing assets isreported against items 1 through 10 above.

the unamortized cost of acquiring contracts to service
financial assets, other than loans secured by real estat
(as defined for Schedule HC-B, Part |, item 1), that have
been securitized by another party, net of any related
valuation allowances. For further information, see the
Glossary entry for “servicing assets and liabilities.”

Report the amount of interest, commissions, and other
fhcome earned or accrued on loans and applicable to
current or prior periods, but not yet collected. Also
include income earned or accrued on assets other than
loans but not yet collected.

Report all deferred tax assets in this item and deferred
Line Item 10(b)(2) All other identifiable intangible tax liabilities in Schedule HC, item 23, “Other
assets. liabilities.” (See the Glossary entry for “income taxes”

. . for further information.)
Report the unamortized amount of other specifically

identifiable intangible assets such as core deposit intan-Include the following as all other assets:
gibles and favorable leasehold rights. Organization costs
should not be included in this item but should be ex-
pensed as incurred. (See Glossary entry for “start-up (2) Prepaid expenses (i.e., those applicable as a charge
activities” for further information. against operations in future periods).

(1) Income earned but not collected.

Line Item 10(c) Goodwill. (3) Accrued interest on securities purchased.

Report the amount (book value) of unamortized good- (4) Accounts_ receivable and interest—only strips receiv-
will. This asset represents the excess of the cost of a  able (notin the form of a security).

company over the sum of the fair values of the tangible (5) Cash items not conforming to the definition of
assets and identifiable intangible assets acquired less the “Cash items in process of collection” found in the
fair value of liabilities assumed in a business combina- instruction to Schedule HC. item 1.

tion accounted for as a purchase. Goodwill and similar '

intangible assets ordinarily cannot be disposed of apart (6) Credit or debit card sales slips in process of collec-

from an institution as a whole. Accordingly, a bank tion until the reporting bank holding company has
holding company may not remove goodwill from its been notified that it has been given credit (there-
balance sheet by “selling” or “dividending” this asset to after report in Schedule HC, item 1, “Cash and
another affiliate. An exception to the rule precluding the balances due from depository institutions.”)
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(7) Automobiles, boats, equipment, appliances, and (4) Due bills representing purchases of securities or
similar property repossessed or otherwise acquired  other assets by the reporting bank that have not yet
for debts previously contracted. been delivered (report in Schedule HC-B, Part |,

. . Loans and Lease Financing Receivables).
(8) The current amount outstanding of margin accounts g )

placed with brokers or others in connection with the | ine 1tem 12 Total assets.
purchase or sale of futures or forward contracts _ o
(see the Glossary entry for “futures, forward, and Report the sum of items 1 through 11. This item must

standby contracts” for further information). equal item 28, “Total liabilities and equity capital.”
(9) Purchased computer software, net of accumulatedL. biliti
amortization. lapilities
(10) Bullion (e.g., gold or silver) not held in trading Line Item 13  Deposits.
accounts. (For a discussion of noninterest-bearing and interest-

(11) Cash surrender value of life insurance policies for P€aring deposits, see the Glossary entry for “deposits.”)
which the bank holding company or its consoli-

dated subsidiaries are the beneficiary. Line Item 13(a) In domestic offices.
(12) Cost of issuing subordinated notes and debenturesReport the total of all deposits that are booked at domes-
any debt net of accumulated amortization. tic offices of depository institutions that are consolidated

_ _ subsidiaries of the reporting bank holding company. This
(13) Furniture and equipment rented to others underjtem must equal the sum of Schedule HC-C, items 1(a)
operating leases, net of accumulated depreciation. through 1(e) and 2(a) through 2(e).

(14) Ground rents. ) . .
Line Item 13(a)(1) Noninterest-bearing.

(15) Customers’ liability for deferred payment letters of

credit. Report the total of all noninterest-bearing deposits in

domestic offices of depository institutions that are con-
(16) Balances due from and loans to closed or liquidat- solidated subsidiaries of the reporting bank holding com-
ing banks or other depository institutions. pany included in Schedule HC-C, Deposits in Domestic

(17) The fair value of derivative instruments held for Offices of the Bank Holding Company.

purposes other than trading in accordance with
FASB Statement No. 133ccounting for Deriva-
tive Instruments and Hedging Activities. Report the total of all interest-bearing deposits in domes-
tic offices of depository institutions that are consolidated
subsidiaries of the reporting bank holding company
(1) Redeemed U.S. savings bonds and food stampsincluded in Schedule HC-C, Deposits in Domestic

(report in Schedule HC, item 1(a), “Noninterest- Offices of the Bank Holding Company.

bearing balances and currency and coin”).

Line Item 13(a)(2) Interest-bearing.

Exclude from all other assets the following:

Line Item 13(b) In foreign offices, Edge and

2) Real estate owned or leasehold improvements to e
@) P Agreement subsidiaries, and IBFs.

property intended for future use as premises for the
bank holding company or its consolidated subsidi- NOTE: This item is to be reported only by bank holding

aries (report in Schedule HC, item 6, “Premises and companies that have foreign offices or Edge or Agree-
fixed assets”). ment subsidiaries or whose consolidated subsidiaries
have foreign offices, Edge or Agreement subsidiaries, or

(3) Accounts identified as “building accounts,” “con- International Banking Facilities.

struction accounts,” or “remodeling accounts”
(report in Schedule HC, item 6, “Premises and fixed Report the total of all deposits booked at foreign offices
assets”). of depository institutions that are consolidated subsidi-
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aries of the reporting bank holding company, their Edge accounting principles (GAAP). See the Glossary entry
and Agreement subsidiaries, and their IBFs. for “repurchase/resale agreements.”

i ; : Line Item 15 Trading liabilities.
Line Item 13(b)(1) Noninterest-bearing. ' Ing habilit

Report the amount of liabilities from the reporting bank
holding company’s trading activities. Include liabilities
resulting from the sales of assets that the reporting bank
holding company does not own (see Glossary entry for
“short position”) and revaluation losses from “marking
to market” (or the “lower of cost or market”) of interest
Line Item 13(b)(2) Interest-bearing. rate, foreign exchange rate, and other commodity and
equity contracts into which the reporting bank holding
company has entered for trading, dealer, customer
accommodation, and similar purposes.

Report the total of all noninterest-bearing deposits in
foreign offices of depository institutions that are con-
solidated subsidiaries of the reporting bank holding
company.

Report the total of all interest-bearing deposits in foreign
offices of depository institutions that are consolidated
subsidiaries of the reporting bank holding company.

Line Item 16 Commercial paper.
Line Item 14 Federal funds purchased and

- Report the total amount outstanding of commercial paper
securities sold under agreements to repurchase.

issued by the reporting bank holding company or its
Report the dollar amount outstanding of federal funds subsidiaries.

purchased and securities sold under agreements tO(See the Glossary entry for “commercial paper” for a
repurchase. description of commercial paper.)

Exclude from this item the following: ) )
Line Item 17 Other borrowed money with a
(1) Purchases of so-called “term federal funds” (as remaining maturity of one year or less.

defined in the Glossary entry for “federal funds
transactions”) (report in Schedule HC, item 17, Report the total amount of money borrowed by the

“Other borrowed money with a remaining maturity consollidated bank holding company with a remai_ning
of one year or less”). maturity of one year or less. For purposes of this item,

remaining maturity is the amount of time remaining from
(2) Due bills created representing the consolidated bankthe report date until final contractual maturity of a bor-
holding company’s receipt of payment and similar rowing without regard to the borrowing’s repayment
instruments, whether collateralized or uncollateral- schedule, if any.
ized (report in Schedule HC, item 17 or 18). (See the

Glossary entry for “due bills.") Report the dollar amount outstanding of all interest-

bearing demand notes issued to the U.S. Treasury by the
(3) Borrowings from a Federal Reserve Bank other than depository institutions that are consolidated subsidiaries
in the form of a security repurchase agreement of the reporting bank holding company. If the depository
(report in Schedule HC, item 17). institution subsidiary participates in the Treasury Tax
4) Repurchase agreements involving financial assetsand Loan note program, funds received _for credit to the
“) P g g U.S. government are demand deposits on the day

other than securities that mature in more than one . X
business day or are not in immediately available received and become note balances on the following
business day.

funds (report in Schedule HC, item 17 or 18).

Report federal funds purchased on a gross basis; do noﬁeport in this item mortgage indebtedness and obliga-

net these liabilities against federal funds sold. (See the lons under capitalized leases with a remaining maturity
. . ) of one year or less. Report the amount of mortgages,
Glossary entry for “federal funds transactions.”)

liens, or other encumbrances on premises and fixed assets
Securities sold under agreements to repurchase may band on other real estate owned for which the bank
netted against securities purchased under agreements tholding company or its consolidated subsidiaries are
resell to the extent allowable under generally acceptedliable.
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If the bank holding company is the lessee on capitalized Exclude from this item the following:
lease property, include the bank holding company’s lia- N
bility for capitalized lease payments. (See the Glossary (1) Federal funds purchased, securities sold under agree-

entry for “lease accounting” for a discussion of account- ments to repurchase (report in Schedule HC,

ing with bank holding company as lessee.) item 14);

Report the total amount of money borrowed with a (2) Liabilities resulting from the sales of assets that the

remaining maturity of one year or less: reporting bank holding company or its consolidated
) ) subsidiaries does not own (see Glossary entry for

(1) onits promissory notes; “short position”) (report in Schedule HC, item 15);

(2) on notes and bills rediscounted (including commod- and

ity drafts rediscounted); (3) Subordinated notes and debentures (report in Sched-

le HC, i 21).
(3) on loans sold under repurchase agreements that ule HC, item 21)

mature in more than one business day;
. ) ) Line Item 18 Other borrowed money with a
(4) by the creation of due bills representing the bank yemajning maturity of more than one year.
holding company’s receipt of payment and similar o o o
instruments, whether collateralized or uncollateral- FOr purposes of this item, remaining maturity is the

ized (see the Glossary entry for “due bills”); amount of time remaining from the report date until final
contractual maturity of a borrowing without regard to the
(5) from Federal Reserve Banks; borrowing’s repayment schedule, if any.

(6) by overdrawing “due from” balances with deposi- Report in this it_em mortgage inglebtedne;s_and obliga-
tory institutions, except overdrafts arising in connec- tions under capitalized leases with a remaining maturity
tion with checks or drafts drawn by subsidiary Of more than year. Report the amount of mortgages,
depository institutions of the reporting bank holding liens, or other encumbrances on premises gnd fixed assets
company and drawn on, or payable at or through, and on other real estate owm_ed for whlch _th(_e bank
another depository institution either on a zero- holding company or its consolidated subsidiaries are
balance account or on an account that is not rou- liable.

tinely maintained with sufficient balances to cover |t the pank holding company is the lessee on capitalized
checks or drafts drawn in the normal course oOf |aase property, include the bank holding company’s lia-

business during the period until the amount of the pjivy for capitalized lease payments. (See the Glossary
checks or drafts is remitted to the other depository gnry for “lease accounting” for a discussion of account-
institution (in which case, report the funds received ing with bank holding company as lessee.)

or held in connection with such checks or drafts as
deposits in Schedule HC-C until the funds are Report the total amount of money borrowed by the
remitted). consolidated bank holding company with a remaining
maturity of more than one year:
(7) on purchases of so-called “term federal funds” (as
defined in the Glossary entry for “federal funds (1) on its promissory notes;

transactions”); and . .
(2) in the form of perpetual debt securities that are

(8) on any other obligation for the purpose of borrowing unsecured and not subordinated,
money that has a remaining maturity of one year or ) ] ) )
less and that is not reported elsewhere. (3) on notes and bills rediscounted (including commod-

ity drafts rediscounted);
(For a discussion of borrowings in foreign offices, see the

Glossary entry for “borrowings and deposits in foreign (4) on loans sold under repurchase agreements that
offices.”) mature in more than one business day;
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(5) by the creation of due bills representing the bank Line Item 20(a) Equity contract notes, gross.

holding company’s receipt of payment and similar
instruments, whether collateralized or uncollateral-
ized (see the Glossary entry for “due bills™);

(6) from Federal Reserve Banks;

(7) by overdrawing “due from” balances with deposi-
tory institutions;

(8) on purchases of so-called “term federal funds” (as
defined in the Glossary entry for “federal funds
transactions”); and

(9) on any other obligation with a remaining maturity of
more than one year for the purpose of borrowing
money that is not reported elsewhere.

NOTE: When the reporting bank holding company has
explicitly or implicitly guaranteed the long-term debt of
its Employee Stock Ownership Plan (ESOP), report in
this item the dollar amount outstanding of the long-term
debt guaranteed.

For a discussion of borrowings in foreign offices, see the

Glossary entry for “borrowings and deposits in foreign
offices.”

Exclude from this item the following:

Report the total amount of outstanding equity contract
notes that qualify as capital, as defined by the Federal
Reserve Board's capital guidelines, 12 CFR, Part 225,
Appendix B.

An equity contract note is debt that obligates the holder
to take the common or perpetual preferred stock of the
issuer in lieu of cash for repayment of principal and that
qualifies as capital under the Board’s Guidelines Pro-
gram. The amount reported should reflect all qualifying
securities.

Line Item 20(b) Equity commitment notes, gross.

Report the total amount of outstanding equity commit-
ment notes that qualify as capital, as defined by the
Federal Reserve Board’'s capital guidelines, 12 CFR,
Part 225, Appendix B.

An equity commitment note is debt that is redeemable
only with the proceeds from the sale of common or
perpetual preferred stock and that qualifies as capital
under the Board’s Guidelines Program. The amount
reported should reflect all such qualifying securities.

Line Item 21 Subordinated notes and debentures

(1) federal funds purchased, securities sold under agree{includes limited-life preferred stock).

ments to repurchase (report in Schedule HC,
item 14);

Report the amount of subordinated debt of the consoli-
dated bank holding company. Include the amount of

(2) Liabilities resulting from the sales of assets that the outstanding notes and debentures that are subordinated

reporting bank holding company or its consolidated
subsidiaries do not own (see Glossary entry for
“short position”) (report in Schedule HC, item 15);
and

(3) subordinated notes and debentures (report in SchedAIsO

ule HC, item 21).

Line Item 19 Not applicable.

Line Item 20 Mandatory convertible securities.

to the deposits of the subsidiary depository institutions
(see the Glossary entry for “subordinated notes and
debentures”) and any other debt that is designated as
subordinated in its indenture agreement.

include perpetual debt securities that

subordinated.

are

For purposes of this item, report the amount of any
outstanding limited-life preferred stockcluding any
amounts received in excess of its par or stated value.
(See the Glossary entry for “preferred stock” for the
definition of limited-life preferred stock.)

Report in items 20(a) and 20(b), as appropriate, the total For purposes of this report, dwot include instruments
amount of outstanding equity contract notes and equity generally referred to as trust preferred securities in this
commitment notes that qualify as capital, as defined by item. Such securities should be reported in line item 24,
the Federal Reserve Board’s capital adequacy guidelines;'Minority interest in consolidated subsidiaries and simi-

12 C.F.R., Part 225, Appendix B.

HC-12
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Line Item 22 Liability on acceptances executed (refer to the Glossary entry for “loan fees” for
and outstanding. further information).

Report the full amount (except as noted below) of the (5) Bank holding company’s liability for deferred pay-
liability represented by drafts and bills of exchange that ment letters of credit.

have been accepted by a consolidated banking subsidiar
of the reporting bank holding company, or by others
for its account, and that are outstanding. The consoli-
dated bank holding company’s liability on acceptances
executed and outstanding should be reduced prior to the(7) Recourse liability accounts arising from asset trans-
maturity of such acceptances only when the banking fers with recourse that are reported as sales.
subsidiaries or any consolidated member of the reporting
bank holding company acquire and hold their own
acceptances, i.e., only when the acceptances are not
outstanding.

3(6) Unamortized negative goodwill. (Also, report the
amount of negative goodwill as a footnote item. See
instructions for “Notes to the Balance Sheet.”)

(8) The portion of the allowance for credit losses related

to off-balance sheet credit exposures that is reported
as a liability in accordance with generally accepted

accounting principles.

For pUrposes Of. reporting an amount in this item, bank (9) The fair value of derivative instruments held for
holdmg companies may use generally accepted account- purposes other than trading in accordance with FASB
ing principles. Statement No. 133 ccounting for Derivative Instru-

See the Glossary entry for “bankers acceptances” for ments and Hedging Activities.

further information. Exclude the following from other liabilities (report

in appropriate items of Schedule HC-C, Deposit
Line Item 23 Other liabilities. Liabilities):

Report expenses accrued and unpaid, deferred incomdl) Proceeds from the sale of savings bonds.

taxes (if credit balance), and all other liabilities that (2) withheld taxes, social security taxes, sales taxes, and
cannot properly be reported in Schedule HC, items 13 similar items.

through 23.
_ ' (3) Mortgage and other escrow funds (e.g., funds
Report the amount of income taxes, interest, and other  received for payment of taxes or insurance) some-

expenses accrued through charges to expense during the  times described as mortgagors’ deposits or mortgage

current or prior periods, but not yet paid. credit balances.

Report all deferred tax liabilities in this item and all (4) Undisbursed loan funds for which borrowers are

deferred tax assets in Schedule HC, item 11, “Other liable and on which they pay interest. The amounts

assets.” (See the Glossary entry for “income taxes” for of such undisbursed funds should be included in

further information.) both loans and deposits.

Include as all other liabilities the following: (5) Funds held as dealer reserves (see the Glossary entry

(1) Dividends declared but not yet payable—Include the for “dealer reserve accounts for the definition of
amount of cash dividends declared on limited-life this term).

preferred, perpetual preferred, and common stock on(6) Payments collected by the bank holding company or
or before the report date but not payable until after  its consolidated subsidiaries on loans secured by real
the report date. estate and other loans serviced for others that have

(2) Accounts payable (other than expenses accrued and not yet been remitted to the owners of the loans.

unpaid). Also exclude the liability on capital lease obligations and

due bills or similar instruments representing the consoli-

dated bank holding company’s receipt of payment (report

(4) Unamortized loan fees, other than those that repre-in Schedule HC, items 17 or 18, “Other borrowed
sent an adjustment of the interest yield, if material money”).

(3) Deferred gains from sale-leaseback transactions.

Instructions for Preparation of Reporting Form FR Y-9C HC-13
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Schedule HC

Line Item 24 Minority interest in consolidated
subsidiaries and similar items.

Line Item 27(d) Retained earnings.

Report the amount of retained earnings (including capital

Report the portion of the equity capital accounts of all reserves) as of the report date. The amount of the retained
consolidated subsidiaries of the reporting bank holding earnings should reflect the transfer of net income, decla-
company that must be allocated to minority shareholdersration of dividends, transfers to surplus, and any other

of such subsidiaries. For purposes of this item, also appropriate entries.

report the outstanding amount of instruments genera”ytAdjustments of accruals and other accounting estimates
referred to as trust preferred stock that are issued out of ;1 qe shortly after the report date that relate to the

spepial purpose subsidiaries and are marketed under a&,.ome and expenses of the year-to-date period ended as
variety of names such as MIPS, QUIPS and TOPTS. FOr ot the report date must be reported in the appropriate

further information, see the Glossary entry for “trust jtems of Schedule HI, Income Statement, for that year-to-

preferred securities.”

Line Item 25 Total liabilities and minority interest.

Report the sum of items 13 through 24.

Line Item 26 Not applicable.

Line Item 27 Equity capital.

Line ltem 27(a) Perpetual preferred stock.

Report the aggregate par or stated value of all outstand-

ing perpetual preferred stockcluding any amounts
received in excess of its par or stated value. (See the
Glossary entry for “preferred stock” for the definition of
perpetual preferred stock.)

Line Item 27(b) Common stock.

Report the aggregate par or stated value of common
stock issued.

Line Item 27(c) Capital surplus.

Report the net amount formally transferred to the surplus
account, including capital contributions, and any amount
received for common stock in excess of its par or stated
value on or before the report date.

Do not include any portion of the proceeds received from

the sale of limited-life preferred stock in excess of its par

or stated value (report in Schedule HC, item 21) or any

portion of the proceeds received from the sale of per-

petual preferred stock in excess of its par or stated value
(report in Schedule HC, item 27(a)).

HC-14

date period.

Capital reserves are segregations of retained earnings
and are not to be reported as liability accounts or as
reductions of asset balances. Capital reserves may be
established for such purposes as follows:

(1) Reserve for undeclared stock dividends—includes
amounts set aside to provide for stock dividends (not
cash dividends) not yet declared.

(2) Reserve for undeclared cash dividends—includes
amounts set aside for cash dividends on common
and preferred stock not yet declared. (Cash divi-
dends declared but not yet payable should be
included in item 23, “Other liabilities,” of this
schedule.)

(3) Retirement account (for limited-life preferred stock
or notes and debentures subordinated to deposits)—
includes amounts allocated under the plan for retire-
ment of limited-life preferred stock or notes and
debentures subordinated to deposits contained in the
bank holding company’s articles of association or in
the agreement under which such stock or notes and
debentures were issued.

(4) Reserve for contingencies—includes amounts set
aside for possible unforeseen or indeterminate liabili-
ties not otherwise reflected on the bank holding
company’s books and not covered by insurance. This
reserve may include, for example, reserves set up
to provide for possible losses that bank holding
company may sustain because of lawsuits, the
deductible amount under the bank holding com-
pany’s blanket bond, defaults on obligations for
which the bank holding company is contingently
liable, or other claims against the bank holding com-
pany. A reserve for contingencies represents a segre-
gation of retained earnings. It should not include any

Instructions for Preparation of Reporting Form FR Y-9C
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element of known losses or of any probable losses any debt security transferred into the held-to-maturity
the amount of which can be estimated with reason- category from the available-for-sale category. When a
able accuracy (see the Glossary entry for “loss con- debt security is transferred from available-for-sale to
tingencies” for additional information). held-to-maturity, the unrealized holding gain or loss at
the date of transfer continues to be reported in this equity
capital account, but must be amortized over the remain-
(1) The amount of the cumulative foreign currency ing life of the security as an adjustment of yield in a
translation adjustment (report in item 27(g)). manner consistent with the amortization of any premium

, . or discount.
(2) Any portion of the proceeds received from the sale

of perpetual preferred stock and common stock in
excess of its par or stated value (report surplus
related to perpetual preferred stock in item 27(a) and
surplus related to common stock in item 27(c)) Report the effective portichof the accumulated change
except where required by state law or regulation. in fair value (gain or loss) on derivatives designated and
qualifying as cash flow hedges in accordance with FASB
Statement No. 133Accounting for Derivative Instru-
ments and Hedging Activities

Exclude the following from retained earnings:

Line Item 27(f) Accumulated net gains (losses) on
cash flow hedges.

(3) Any portion of the proceeds received from the sale
of limited-life preferred stock in excess of its par or
stated value (report in Schedule HC, item 21).

Under Statement No. 133, a bank holding company that

elects to apply hedge accounting must exclude from net

income the effective portion of the change in fair value

f a derivative designated as a cash flow hedge anc
record it on the balance sheet in a separate component df
equity capital (referred to as “accumulated other com-

Line Item 27(e) Net unrealized holding gains prehensive income” in the accounting standard). The

(losses) on available-for-sale securities. ineffective portion of the cash flow hedge must be

Report the difference between the amortized cost and fajr'eported in earnings. The equity capital component (i.e.,
value of the reporting bank holding company and its the accumulated other comprehensive income) associf
consolidated subsidiaries’ available-for-sale securities, 8ted with a hedged transaction should be adjusted eac
net of tax effects, as of the report date. For most bank "€porting period to a balance that reflects the lesser (in

holding companies, all “securities,” as the term is absolute amounts) of:
defined in FASB Statement No. 115, that are deS|gnated(1) the cumulative gain or loss on the derivative from

as “available-for-sale” will be reported as “available- inception of the hedge, less (a) amounts excluded|

for-sale securities” in Schedule HC, item 2.b, and in consistent with the bank holding company’s defined
Schedule HC-A, columns C and D. However, a bank

holding company may have certain assets that fall within
the definition of “securities” in FASB Statement
No. 115 (e.g., commercial paper, nonrated industrial > . e S
. . . an existing recognized asset or liability or a forecasted transaction with
S:‘\ésl?‘]%r;]egets?gbr:gzgogi) "ta.r:/a;ilé.rlil)lee ?gpls(a:‘leeli:lr;]glcﬁogé exposure to variability in expected future cash flows, e.g., the future
-101= interest payments (receipts) on a variable-rate liability (asset) or a fore-
reported for purposes of the FR Y-9C in a balance sheetcasted p%rz:/hase (s(ale). ?I'h)e changes in cash flows )c;f(the d)erivative ar
category other than “securities” (e.g_, “loans and lease expected to offset changes in cash flows of the hedged item or transaction
financing receivables"). These “available-for-sale” To achieve th_e mgtching of cash flows, FASB Statement _Nc_J. 133 rquire5|
assets must be carried on the FR Y-9C balance sheet a?‘l?..t changes in fair yalue of properly designated and_ qualifying derivatives
. . . initially be reported in a separate component of equity (accumulated other
fair value rather than amortized cost and the difference comprehensive income) and reclassified into earnings in the same perio
between these two amounts, net of tax eﬁeCtS, must bethat the hedged transaction affects earnings.

included in this item. 2. The effective portion of a cash flow hedge can be described as

. . Lo . change in fair value of the derivative that offsets the change in expected
Also include in this item the unamortized amount of the fyture cash flows being hedged. Refer to FASB Statement No. 133,

unrealized holding gain or loss at the date of transfer of Appendix A, Section 2, for further information.

(4) “Reserves” that reduce the related asset balances
such as valuation allowances (e.g., allowance for
loan and lease losses), reserves for depreciation, an
reserves for bond premiums.

-

1. Generally, the objective of a cash flow hedge is to link a derivative to
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risk management strategy, and (b) the derivative’'s “foreign currency transactions and translation” for fur-
gains or losses previously reclassified from accumu- ther information.)

lated other comprehensive income into earnings to

offset the hedged transaction, or Line ltem 27(h) Less: Treasury stock. I

(2) The portion of the cumulative gain or loss on the Report the total carrying value (at cost) of treasury stock
derivative necessary to offset the cumulative change as of the report date. (See the Glossary entry for “trea-
in expected future cash flows on the hedged transac-sury stock” for further information.) Report the carrying
tion from inception of the hedge less the derivative’s value as an absolute value; do not enclose the value in
gains or losses previously reclassified from accumu- parentheses or use a minu3 §ign.

lated other comprehensive income into earnings. NOTE: When the reporting bank holding company has

Accordingly, the amount reported in this item should included in item 18 above the ESOP’s long-term debt
reflect the sum of the adjusted balance (as describedthat it has explicitly or implicitly guaranteed, include in
above) of the cumulative gain or loss for each derivative this item the dollar amount of the offsetting debit to the
designated and qualifying as a cash flow hedge. Thesdiability recorded by the reporting bank holding company
amounts will be reclassified into earnings in the same in connection with that debt. This amount should be
period or periods during which the hedged transactions reduced as the debt is amortized.

affects earnings (for example, when a hedged variable-

rate interest receipt on a loan is accrued or when aline Item 27(i) Total equity capital. |

forecasted sale occurs). Report the sum of items 27(a) through 27(g) Iessl

item 27(h). This item must equal Report of Income
Line ltem 27(g) Cumulative foreign currency Schedule HI-A, item 19, “Equity capital at end of
translation adjustments. period.”

Report the sum of the bank holding company’s foreign
currency translation adjustments accumulated in accor-
dance with FASB No. 52. A net debit balance should be Report the sum of items 25 and 27(i). This item mustl
reported in parentheses. (See the Glossary entry forequal item 12, “Total assets.”

Line Item 28 Total liabilities and equity capital.
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LINE ITEM INSTRUCTIONS FOR

Securities
Schedule HC-A

General Instructions

This schedule has four columns for information on secu-
rities, two columns for held-to-maturity securities and
two columns for available-for-sale securities. Report the
amortized cost and the current fair (market) value of
held-to-maturity securities in columns A and B, respec-
tively. Report the amortized cost and the current fair
(market) value of available-for-sale debt securities in
columns C and D, respectively. Information on equity
securities is reported in the columns for available-for-
sale securities only (columns C and D). For equity secu-
rities with readily determinable fair values, historical
cost (not amortized cost) is reported in Column C and
fair value is reported in column D. For equity securities
that do not have readily determinable fair values, histori-
cal cost is reported in both columns C and D. See the
Glossary entry for “market value of securities” for a
discussion of acceptable valuation methods.

Amortized cost must include amortization of premium

and accretion of discount on securities purchased at other

than par or face value (Including U.S. Treasury bills).

The preferred method for reporting purchases and sales
of securities is as of trade date. However, settlement date

accounting is acceptable if the reported amounts would
not be materially different. (See the Glossary entry for
“trade date and settlement date accounting.”)

For purposes of this schedule, the following events and
transactions shall affect the amounts to be reported for
the bank holding company’s holdings of securities:

(1) Purchases of securities under agreements to resell

and sales of securities under agreements to

repurchase—These transactions are not to be treated
as purchases or sales of securities but as lending

or borrowing (i.e., financing) transactions collateral-

ized by these securities if the agreements meet the

Instructions for Preparation of Reporting Form FR Y-9C
Schedule HC-A  March 1999

criteria for a borrowing as set forth in FASB State-
ment No. 125, “Accounting for Transfers and Ser-
vicing of Financial Assets and Extinguishments
of Liabilities.” For further information, see the
Glossary entry for “transfers of financial assets” and
“repurchase/resale agreements.”

(2) Purchases and sales of participations in pools of
securities—Similarly, these transactions are not to be
treated as purchases or sales of the securities in the
pool but as lending or borrowing (i.e., financing)
transactions collateralized by the pooled securities if
the participation agreements meet the criteria for a
borrowing set forth in FASB Statement No. 125,
“Accounting for Transfers and Servicing of Finan-
cial Assets and Extinguishments of Liabilities.” For
further information, see the Glossary entry for
“transfers of financial assets” and “repurchase/
resale agreements.”

(3) Pledged securities—Pledge securities that have not
been transferred to the secured party should continue
to be included in the pledging bank holding com-
pany’s holdings of securities that are reported in
Schedule HC-A. If the reporting bank holding com-
pany has transferred pledged securities to the secured
party, the reporting bank holding company should
account for the pledged securities in accordance with
FASB Statement No. 125.

Securities borrowed and lent—Securities borrowed
and lent shall be reported on the balance sheet
of either the borrowing or lending bank holding
company or its consolidated subsidiaries in accor-
dance with Statement No. 125, “Accounting for
Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities.” For further infor-
mation, see the Glossary entries for “transfers of
financial assets” and “securities borrowing/lending
transactions.”

(4)

HC-A-1



Schedule HC-A

(5) Short sales of securities—Such transactions are to becertificates issued by the bank holding company or its
reported as described in the Glossary entry for “short consolidated subsidiaries and swaps with FNMA or
position.” FHLMC. Also include in this item U.S. government-

issued participation certificates (PCs) that represent a pro

rata share of all principal and interest payments on a pool
of resecuritized participation certificates that, in turn, are
backed by residential mortgages, e.g., FHLMC Giant

PCs.

Report the appropriate value of all other U.S. govern-
Report in the appropriate columns the amortized cost andment agency and corporation obligations not held in
fair value of all U.S. Treasury securities not held in trading accounts. Include all bonds, notes, debentures,
trading accounts. Include all bills, certificates of indebt- and loans. Exclude loans to the Export—Import Bank and
edness, notes, and bonds, including those issued undeto federally sponsored lending agencies (report in Sched-
the Separate Trading of Registered Interest and Principalule HC-B, Part I, item 8, “Other loans”). (Refer to the
of Securities (STRIPS) program. Glossary entry for “federally-sponsored lending agency”
for the definition of this term.)

(6) Futures, forward, and standby contracts—Treat such
contracts to buy or sell in the future as contingent
liabilities (report in Schedule HC-F, Part Ill, item 1).

Line Item 1 U.S. Treasury securities.

Excludeall obligations of U.S. government agencies and
corporations. Also exclude detached Treasury security Include, among others, debt securities of the following:
coupons and ex-coupon Treasury securities held as the
result of either their purchase or the bank’s stripping of
such securities and Treasury receipts such as CATSs,
TIGRs, COUGARs, LIONs, and ETRs (report in  (2) Export—Import Bank (Ex—Im Bank)
item 4(a)). (Refer to the Glossary entry for “coupon _

stripping” for additional information.) (3) Federal Farm Credit Banks

(4) Federal Home Loan Banks (FHLBs)

(1) Federal Agricultural Mortgage Corporation
(Farmer Mac)

Line Item 2 U.S. government agency and

corporation obligations. (5) Federal Home Loan Mortgage Corporation

(FHLMC or Freddie Mac)
Report in the appropriate columns the amortized cost and . - .
fair value of all U.S. government agency and corporation (&) Federal Housing Administration (FHA)

obligations not held in trading accounts. (7) Financing Corporation (FICO)

Report the appropriate value of all holdings of certifi- (8) Federal Land Banks (FLBSs)

cates of participation in pools of residential mortgages,

i.e., single-class pass-through securities, issued or guar- (9) Federal National Mortgage Association (FNMA or
anteed by the Government National Mortgage Associa- Fannie Mae)

tion (GNMA), the Federal National Mortgage Associa- . L
tion (FNMA), or the Federal Home Loan Mortgage (10) Government. !\latlonal Mortgage ~ Association
Corporation (FHLMC) and not held in trading accounts. (GNMA or Ginnie Mae)

For purposes of these reports, a certificate of participa-(11) Maritime Administration

tion in a pool of residential mortgages represents an

undivided interest in a pool that provides the holder with (12) Small Business Administration (SBA)
?hgrfe;?éznst?;rﬁwg;ctgggé??r;ptﬁleaggollr.ﬂereg payments M(13) g;lﬁ?eema;)an Marketing Association (SLMA or
Include such certificates of participation even though the .

reporting bank holding company or its consolidated sub- (14) Tennessee Valley Authority (TVA)

sidiaries were the original holder of the mortgages under- (15) U.S. Postal Service

lying the pool and hold the certificates of participation

covering that pool, as may be the case with GNMA (16) Resolution Funding Corporation (REFCORP)
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Include such obligations as follows:

(1)

(@)

3)

(4)

(5)

Participation certificates issued by the Export—Import
Bank and the General Services Administration.

Small Business Administration (SBA) “Guaranteed
Loan Pool Certificates,” which represent an undi-
vided interest in a pool of SBA-guaranteed portions
of loans for which the SBA has further guaranteed
the timely payment of scheduled principal and inter-
est payments.

Bonds issued by the Federal National Mortgage
Association and the Federal Home Loan Mortgage
Corporation that are collateralized by residential
mortgages, including those in the form of collateral-
ized mortgage obligations (CMOSs).

Notes insured by the Farmers Home Administration
(FmHA) and instruments (certificates of beneficial
ownership and insured note insurance contracts) rep-
resenting an interest in FmHA-insured notes.

Collateralized mortgage obligations (CMOs) and real
estate mortgage investments conduits (REMICs),
CMO and REMIC residuals, and stripped mortgage-
backed securities (such as interest-only strips
(10s), principal-only strips (POs) and similar instru-
ments) issued by U.S. government agencies and
corporations.

Exclude from all other U.S. government agency and
corporation obligations the following:

1)

2)

3)

Participation certificates issued by a Federal Interme-
diate Credit Bank (report in item 4(b), “U.S. equity
securities”).

Loans to farmers guaranteed by the Farmers Home
Administration or by the Small Business Admin-
istration that are extended, serviced, and collected
by any party other than FmHA or SBA (report in
Schedule HC-B, Part I, item 1, “Loans secured
by real estate,” or item 5, “Loans to finance agricul-

(@)

in Schedule HC-B, Part I, item 2, “Commercial and
industrial loans”).

) Securities of international agencies such as the Inter-

national Bank for Reconstruction and Development
(World Bank), Inter-American Development Bank,
and Asian Development Bank (report in item 5(a) or
5(b), “Foreign securities”).

Capital stock of the Federal National Mortgage
Association, the Student Loan Marketing Associa-
tion, and the Federal Home Loan Mortgage Corpora-
tion in item 4(a) or 4(b), “U.S. securities, debt or

equity.”

(6) Detached federal agency coupons and ex-coupon

federal agency securities held as the result of either
their purchase or the bank holding company’s strip-
ping or its consolidated subsidiaries’ stripping of
such securities (report in item 4(a) below). (Refer to
the Glossary entry for “coupon stripping” for addi-
tional information.)

Collateralized mortgage obligations (CMOs) and real
estate mortgage investment conduits (REMICs)
issued by issuers other than U.S. government agen-
cies and corporations, even if the collateral for the
CMO consists of GNMA (Ginnie Mae) pass-
throughs, FHLMC (Freddie Mac) participation cer-
tificates, or FNMA (Fannie Mae) pass-throughs
(report in items 3 or 4(a) below, as appropriate).

CMO and REMIC residuals and stripped mortgage-
backed securities (such as interest-only strips (10s),
principal-only strips (POs), and similar instruments)
issued by issuers other than U.S. government agen-
cies and corporations, even if the mortgage-backed
securities that have been stripped consist of GNMA
pass-throughs, FHLMC participation certificates, or
FNMA pass-throughs (report in items 3 or 4(a)
below, as appropriate).

Line Item 3 Securities issued by states and

tural production and other loans to farmers, as Political subdivisions in the U.S.

appropriate).

Loans to business enterprises guaranteed by th
Small Business Administration (SBA) and interests
in pools of SBA-guaranteed portions of loans that

Report in the appropriate columns of the appropriate
subitems the amortized cost and fair value of all securi-
Sies issued by states and political subdivisions in the
United States not held in trading accounts.

were not assembled and issued under the SBA's States and political subdivisions in the U.S., for purposes
“Guaranteed Loan Pool Certificate” program (report of this report, include:

Instructions for Preparation of Reporting Form FR Y-9C
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(1) the fifty states of the United States and the District of the U.S. (report as loans in Schedule HC, item 4(a),

Columbia and their counties, municipalities, school and Schedule HC-B, Part I, item 8).
districts, irrigation districts, and drainage and sewer . ) ) »
districts: and (2) All lease financing receivables of states and political

subdivisions in the U.S. (report as leases in Sched-
(2) the governments of Puerto Rico and of the U.S. ule HC, item 4(a), and Schedule HC-B, Part I,

territories and possessions and their political item 9).
subdivisions. .
) ) (3) All IDBs that are to be reported as loans in accor-
Treatment of industrial development bonds (IDBlus- dance with the reporting treatment described above
trial development bonds (IDBs), sometimes referred to (report as loans in Schedule HC, item 4(a), and
as “industrial revenue bonds,” are typically issued by Schedule HC-B, Part |, item 8).

local industrial development authorities to benefit private

commercial and industrial development. For purposes of (4) All other nonrated obligations of states and political
this report, all IDBs should reported as securities in this subdivisions in the U.S. that the bank holding com-
item (in item 3(a) or 3(b), as appropriate) or as loans in pany considers loans for other financial reporting
Schedule HC-B, Part | (item 8) consistent with the asset purposes (report as loans in Schedule HC, item 4(a),
category in which the bank holding company reports its and Schedule HC-B, Part |, item 8).

IDBs on its balance sheet for other financial reporting

purposes. Regardless of whether they are reported ag5) All obligations of states and political subdivisions in

securities in Schedule HC-A or as loans in Sched- the U.S. held by the reporting bank holding company
ule HC-B, Part |, all IDBs that meet the definition of a or its consolidated subsidiaries in trading accounts
“security” in FASB Statement No. 115 must be mea- (report in Schedule HC, item 5).

sured in accordance with Statement No. 115. Taxable—tax-exempt distinctiohhe determination as to

Treatment of other obligations of state and political whether a security issued by a state or political subdivi-
subdivisions in the U.3n addition to those IDBs that are  sion in the U.S. is taxable or tax-exempt is based on the
reported as securities in accordance with the precedingfederal income tax treatment of the interest on the secu-
paragraph, alsmcludein item 3(a) or 3(b), as appropri- rity. A security issued by a state or political subdivision
ate, as securities issued by states and political subdivi-in the U.S. whose interest is excludable from gross
sions in the U.S,, all obligations other than IDBs that income for federal income tax purposes is to be reported
meet any of the following criteria: as a tax-exempt security in item 3(b), regardless of
whether the security was acquired at a market discount,
regardless of whether the interest on the security must
be included in the bank holding company’s alternative
minimum taxable income, and regardless of the federal
income tax treatment of the interest expense incurred to
carry the security. A security issued by a state or political
(2) Notes, bonds, and debentures (including tax warrantsSubdivision in the U.S. whose interest must be included
and tax-anticipation notes) that are rated by a IN 9ross income for federal income tax purposes is to be
nationally-recognized rating service. reported as a taxable security in item 3(a).

(1) Nonrated obligations of states and political sub-
divisions in the U.S., other than those specifically
excluded below, that the bank holding company
considers securities for other financial reporting
purposes.

(3) Obligations of state and local governments that are Line Item 3(a) Taxable securities.
guaranteed by the U.S. government.

o Report in the appropriate columns the amortized cost and
(4) Mortgage-backed securities issued by state and locakajr value of all obligations of states and political sub-
housing authorities. divisions in the U.S. that are to be reported as securities
Exclude from item 3 the following: in accordance with the criteria described above and
whose interest must be included in gross income for
(1) All overdrafts of states and political subdivisions in federal income tax purposes.
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Line Item 3(b) Tax-exempt securities.

Report in the appropriate columns the amortized cost and
fair value of all obligations of states and political sub-

divisions in the U.S. that are to be reported as securities(4)

in accordance with criteria described above and whose
interest is excludable from gross income for federal
income tax purposes.

Line Item 4 U.S. securities (debt and equity).

Report in the appropriate columns of the appropriate
subitems the amortized cost and fair value of all debt and
equity securities not held in trading accounts issued by
U.S.-chartered corporations that cannot properly be (5) preferred stock of U.S.-chartered corporations that
reported in item 1, 2, or 3 above. Equity securities are to
be reported only as available-for-sale securities in accor-
dance with FASB Statement No. 115.

Line Item 4(a) Debt securities.

Report in the appropriate columns the amortized cost and
fair value of all holdings of certificates of participation in
pools of residential mortgages issued by others (e.g.,

other depository institutions or insurance companies)
that are not guaranteed by the U.S. government and ard.ine Item 4(b) Equity securities.
not held in trading accounts.

for the CMO or REMIC consists of GNMA pass-
throughs, FHLMC participation certificates, or
FNMA pass-throughs.

CMO and REMIC residuals and stripped mortgage-
backed securities (such as interest-only strips (10s),
principal-only strips (POs), and similar instruments)
issued by issuers other than U.S. government agen-
cies and corporations or state and local housing
authorities, even if the mortgage-backed securities
that have been stripped consist of GNMA pass-
throughs, FHLMC participation certificates, or
FNMA pass-throughs.

by its terms either must be redeemed by the issuing
enterprise or is redeemable at the option of the
investor.

(6) Holdings of commercial paper.

Excludeholdings of bankers acceptances, and certificates
of deposit, which are not classified as securities for
purposes of this report.

Report in this item the amortized cost and fair value

Report in the appropriate columns the amortized cost andof U.S. equity securities. Equity securities are designated

fair value of all other domestic securities not held in as available-for-sale securities

in accordance with

trading accounts. Include in this item as domestic debt FASB Statement No. 115. For equity securities with

securities the following:

(1)

(2)

©)

readily determinable fair values, historical cost (not

amortized cost) is reported in Column C and fair value is

Bonds, notes, and debentures (including equipment

reported in column D. For equity securities that do not

trust certificates) issued by U.S.-chartered corpora- paye readily determinable fair values, historical cost is

tions and not reported elsewhere.

reported in both columns C and D.

Detached U.S. government security coupons andnclude as U.S. equity securities the following:

ex-coupon U.S. government securities held as the

result of either their purchase or the bank holding (1) Paid-in stock of a Federal Reserve Bank.

company’s stripping of such securities and Treasury

receipts such as CATs, TIGRs, COUGARS, LIONS, (2) Common and preferred stock (excluding redeemable

and ETRs. (Refer to the Glossary entry for “coupon
stripping, Treasury receipts, and STRIPS” for addi-
tional information.)

Collateralized mortgage-backed obligations (CMOs)
and real estate mortgage investment conduits
(REMICs) issued by U.S. issuers other than U.S.
government agencies and corporations or state and
local housing authorities, even if the collateral

Instructions for Preparation of Reporting Form FR Y-9C
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preferred stock as defined in item 4(a) above) issued
by U.S.-chartered corporations, including stock of

bankers’ banks, common stock of the Federal
National Mortgage Association, the preferred stock
and common stock of the Student Loan Marketing

Association, common stock of the Federal Agricul-

tural Mortgage Corporation (Farmer Mac), and pre-

ferred stock of the Federal Home Loan Mortgage

Corporation.
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(3) Investments in mutual funds, including money matr- and Development (World Bank), Inter-American
ket mutual funds. Development Bank, and Asian Development Bank.
(4) Stock of the Federal Home Loan Bank. (4) Preferred stock of non-U.S.-chartered corporations

that by its terms either must be redeemed by the
issuing enterprise or is redeemable at the option of
the investor.

(5) Participation certificates issued by a Federal Inter-
mediate Credit Bank, which represent nonvoting
stock in the bank holding company.

(6) Minority interests held by the reporting bank holding (5) Holdings of commercial paper.

company in any U.S. company not meeting the defi- Excludefrom foreign debt securities holdings of bankers
nition of associated company, except minority acceptances, and certificates of deposit, which are not
holdings that indirectly represent bank holding classified as securities for purposes of this report.
company premises (report in Schedule HC, item 6,
“Premises and fixed assets”). (See the Glossary
entry for “subsidiaries” for the definition of associ-
ated company.) Report in this item the amortized cost and fair value of
foreign equity securities. Equity securities are designated
as available-for-sale securities in accordance with FASB
Statement No. 115. For equity securities with readily
determinable fair values, historical cost (not amortized
cost) is reported in Column C and fair value is reported
in column D. For equity securities that do not have
Excludefrom U.S. equity securities holdings of capital readily determinable fair values, historical cost is
stock of and investments in unconsolidated subsidiaries,reported in both columns C and D.
associated companies, and those corporate joint venture
over which the reporting bank holding company exer-
cises significant influence (report in Schedule HC,
item 8, “Investments in unconsolidated subsidiaries and (1) Common and preferred stock (excluding redeemable
associated companies”). preferred stock as defined in item 5(a) above) issued
by non-U.S.-chartered corporations.

Line Item 5(b) Equity securities.

(7) Equity holdings in those corporate joint ventures
over which the reporting bank holding company
does not exercise significant influence. (See the
Glossary entry for “subsidiaries” for the definition
of corporate joint venture.)

?nclude the following in this item as foreign equity
securities:

Line Item 5 Foreign securities (debt and equity). (2) Minority interests held by the reporting bank holding
company in any non-U.S. company not meeting the
definition of associated company, except minority
holdings that indirectly represent bank holding
company premises (report in Schedule HC, item 6,
“Premises and fixed assets”). (See the Glossary
entry for “subsidiaries” for the definition of associ-
ated company.)

Report in the appropriate columns the amortized cost and
fair value of all debt and equity securities not held in

trading accounts issued by non-U.S.-chartered corpo-
rations, foreign governments, or special international
organizations.

Line ltem 5(a) - Debt securities. (3) Equity holdings in those non-U.S. corporate joint

Include in this item as foreign debt securities the ventures over which the reporting bank holding com-
following: pany does not exercise significant influence. (See the
Glossary entry for “subsidiaries” for the definition

(1) Bonds, notes, and debentures (including equipment of corporate joint venture.)

trust certificates) issued by non-U.S.-chartered

corporations. Excludefrom foreign equity securities holdings of capi-

tal stock of and investments in unconsolidated foreign

subsidiaries, non-U.S. associated companies, and those

(3) Debt securities issued by international organizations non-U.S. corporate joint ventures over which the report-
such as the International Bank for Reconstruction ing bank holding company exercises significant influence

(2) Debt securities issued by foreign governmental units.

HC-A-6 Instructions for Preparation of Reporting Form FR Y-9C
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(report in Schedule HC, item 8, “Investments in uncon- Line Item M2 Pledged securities.

solidated subsidiaries and associated companies”). Report the amortized cost of all held-to-maturity securi-

ties and the fair value of all available-for-sale securities
Line Item 6 Total. included in this schedule that are pledged to secure
deposits, repurchase transactions, or other borrowings
(regardless of the balance of the deposits or other liabili-
ties against which the securities are pledged), as perfor-
mance bonds under futures or forward contracts, or for
any other purpose.

Report the sum of items 1 through 5(a) in columns A and
B and the sum of items 1 through 5(b) in columns C and
D. The sum of column A, items 1 through 5(a), must
equal the amount reported in Schedule HC, item 2(a),
“Held-to-maturity securities.” The sum of column D,
items 1 through 5(b), must equal the amount reported in
Schedule HC, item 2(b), “Available-for-sale securities.” Line Item M3 Not applicable.

Memoranda Line Item M3(a) Not applicable.
Line ltem M1 Remaining maturity of debt Line Item M4(a) Net unrealized holding losses on
securities. available-for-sale equity securities with readily

. . determinable fair values reported on Schedule
Report in memorandum items 1(a) through 1(c) below ¢ A jtems 4.b and 5.b above (net of tax effect).
the remaining maturity of debt securities held by the

consolidated bank holding company that are included in Report the amount of net unrealized holding losses on
items 1, 2, 3, 4(a), and 5(a) above. Report the amortizedavailable-for-sale equity securities with readily determin-
cost of held-to-maturity securities and the fair value of able fair values, net of any applicable tax effect. Report
available-for-sale securities as reported in columns A suchlosses as a positive number (do not use parenthesis).

and D above in the appropriate subitems. If there are not any unrealized holding losses on
. L . . available-for-sale equity securities with readily determin-
Remaining maturity is the amount of time remaining  gpie fair values to report, enter a “zero” (-0-). The

from the report date until the final contractual maturity of .\ 0unt reported in this item will be deducted from both
the instrumentvithout regard to the instrument’s repay- equity capital and assets in assessing the capital ade-

ment schedule, if any quacy of the bank holding company.
Exclude equity securities from this item.

Line Item M4(b) Amortized cost of
Line Item M1(a) 1 year or less. held-to-maturity securities sold or transferred to

s " _ available-for-sale or trading securities during the
Report in this item all securities held by the consolidated -5jendar year-to-date.

bank holding company with a remaining maturity of one ) ]
year or less. If the reporting bank holding company has sold any

held-to-maturity debt securities or has transferred any
) held-to-maturity debt securities to the available-for-sale
Line Item M1(b) Over 1 yearto 5 years. or to trading securities during the calendar year-to-date,
Report in this item all securities held by the consolidated report the total amortized cost of these held-to-maturity
bank holding company with a remaining maturity over debt securities as of their date of sale or transfer. Exclude
one year but less than five years. the amortized cost of any held-to-maturity debt security
that has been sold near enough to (e.g., within three
months of) its maturity date (or call date if exercise of
the call is probable) that interest rate risk is substantially
Report in this item all securities held by the consolidated eliminated as a pricing factor. Also exclude the amor-
bank holding company with a remaining maturity of over tized cost of any held-to-maturity debt security that has
five years. been sold after the collection of a substantial portion

Line Item M1(c) Over 5 years.

Instructions for Preparation of Reporting Form FR Y-9C HC-A-7
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(i.e., at least 85 percent) of the principal outstanding at Structured notes include, but are not limited to, the
acquisition due to prepayments on the debt security, or, if following common structures:

the debt security is a fixed rate security, due to scheduled

payments payable in equal installments (both principal (1) Floating rate debt securities whose payment of inter-

and interest) over its term.

Line Item M4(c) Amount of net unrealized
holding gains on available-for-sale equity securities
(included in Tier 2 and total capital ratios).

Report the amount of pretax net unrealized holding gains
(i.e., fair value in excess of historical cost) that the

reporting bank holding company elects to include in its

supplementary (Tier 2) and total capital ratios.

The Federal Reserve Board’'s Capital Adequacy Guide-
lines for Bank Holding Companies have been amended
to permit bank holding companies to include in supple-
mentary (Tier 2) and total capital up to 45 percent of the
pretax net unrealized holding gains on available-for-sale
securities with readily determinable fair values. Bank
holding companies that elect to include an amount of
unrealized gains in its Tier 2 and total capital must also
include the same amount in its risk-weighted assets that
is used for all of its risk-based capital ratios (including
the Tier 1 risk-based capital ratio).

Do not report the entire amount of the pretax net unreal-
ized holding gains on available-for-sale securities with
readily determinable fair values in this item. Only report

)

®3)

the amount of pretax net unrealized holding gains (up to (4)

45%) that the bank holding company has elected to
include in its supplementary (Tier 2) and total capital as
allowed by the amended Capital Adequacy Guidelines.

Line Item M5 Not applicable.

Line ltem M6 Structured notes.

®)

Report in this item all structured notes included in the

held-to-maturity and available-for-sale accounts and
reported in Schedule HC-A. In general, structured notes
are debt securities whose cash flow characteristics
(coupon rate, redemption amount, or stated maturity)
depend upon one or more indices and/or that have
embedded forwards or options or are otherwise com-
monly known as “structured notes.” Include as struc-

tured notes any asset-backed securities (other than

mortgage-backed securities) which possess the afore{6)

mentioned characteristics.

HC-A-8

est is based upon a single index of a Constant Matu-
rity Treasury (CMT) rate or a Cost of Funds Index
(COFI).

Step-up Bonds. Step-up securities initially pay the
investor an above-market yield for a short noncall
period and then, if not called, “step up” to a higher
coupon rate (which will be below current market
rates). The investor initially receives a higher yield
because of having implicitly sold one or more call
options. A step-up bond may continue to contain call
options even after the bond has stepped up to the
higher coupon rate. Aultistep bond has a series of
fixed and successively higher coupons over its life.
At each call date, if the bond is not called, the
coupon rate increases.

Index Amortizing Notes (IANs). IANs repay prin-

cipal according to a predetermined amortization
schedule that is linked to the level of a specific index
(usually the London Interbank Offered Rate—
LIBOR—or a specified prepayment rate). As market
interest rates increase (or prepayment rates decrease),
the maturity of an IAN extends, similar to that of a
collateralized mortgage obligation.

Dual Index Notes. These bonds have coupon rates
that are determined by the difference between
two market indices, typically the Constant Maturity
Treasury rate (CMT) and LIBOR. These bonds often
have a fixed coupon rate for a brief period, followed
by a longer period of variable rates, e.g., 8 percent
fixed for two years, then 10-year CMT plus 300 basis
points minus three-month LIBOR.

De-leveraged Bonds. These bonds pay investors
according to a formula that is based upon a fraction
of the increase or decrease in a specified index, such
as the CMT rate or the prime rate. For example, the
coupon might be the 10-year CMT rate multiplied
by 0.5, plus 150 basis points. The deleveraging mul-
tiplier (0.5) causes the coupon to lag overall move-
ments in market yields. Aeveraged bond would
involve a multiplier greater than 1.

Range Bonds. Range bonds (or accrual bonds)
pay the investor an above-market coupon rate as

Instructions for Preparation of Reporting Form FR Y-9C
Schedule HC-A  March 1999



Schedule HC-A

long as the reference rate is between levels estab-change over time), however, are structured notes. There-
lished at issue. For each day that the reference rate isfore, the following types of securities should not be
outside this range, the bonds earn no interest. Forreported as structured notes:

example, if LIBOR is the reference rate, a bond
might pay LIBOR plus 75 basis points for each day
that LIBOR is between 3.5 and 5.0 percent. When
LIBOR is less than 3.5 percent or more than 5 per-
cent, the bond would accrue no interest.

(1) Variable rate securities, including Small Business
Administration “Guaranteed Loan Pool Certifi-
cates,” unless they have features of securities which
are commonly known as structured notes (i.e., they
are inverse, range, or de-leveraged floaters, index

(7) Inverse Floaters. These bonds have coupons that amortizing notes, dual index or variable principal
increase as rates decline and decrease as rates rise. redemption or step-up bonds), or have adjusting caps
The coupon is based upon a formula, such as 12 per-  or floors.

cent minus three-month LIBOR. (2) Mortgage-backed securities.

Excludefrom structured notes floating rate debt securi-

ties denominated in U.S. dollars whose payment of inter- Line Item M6(a) Amortized cost of structured
est is based upon a single index of a Treasury bill rate, notes.

the prime rate, or LIBOR and which do not contain . .
adjusting caps, adjusting floors, leverage, or variable Report the amortlzeo_l cost of allgtructured notes included
principal redemption. Furthermore, debt securities that in the heId_-to—maturlty and avallablt_e—_for—sale accounts.
do not possess the aforementioned characteristics of ahe amort'ZEd cost of these securities should also be
structured note need not be reported as structured note5ePOrted in columns A and C of the body of Sched-
solely because they are callable as of a specified date aVIe HC-A.

a specified price. In addition, debt securities that in the

past possessed the characteristics of a structured notesine Item M6(b) Fair value of structured notes.

but wh.ich have “fallen_through" their_structures (e.g., all Report the fair (market) value of structured notes
of the issuer’s call options have expired and there are NOreported in item 6(a) above. The fair value of these
more adjustments to the interest rate on the security),securities should also be reported in columns B and D of
need not be reported as structured notes. the body of Schedule HC-A. Do not combine or other-

Generally, municipal and corporate securities that have Wise net the fair value of any structured note with the fair
periodic call options should not be reported as structuredor book value of any related asset, liability, or off-
notes. Although many of these securities have featuresbalance-sheet derivative instrument.

similar to those found in some structured notes (e.g.,

step-ups, which generally remain callable after a step-upMemorandum items 7 through 10 are to be

date), they are not commonly known as structured notes.reported only by bank holding companies with total
Examples of such callable securities that should not beconsolidated assets of $1 billion or more.

reported as structured notes include:

Line Item M7 U.S. government agency and
corporation obligations (excluding mortgage-backed
securities).

(1) Callable municipal and corporate bonds which have
single (or multiple) explicit call dates and then
can be called on any interest payment date after the
last explicit call date (i.e., they are continuously Report in the appropriate columns of the appropriate
callable). subitem the amortized cost and fair value of all U.S.

government agency and corporation obligations (exclud-

ing mortgage pass-through securities, collateralized
mortgage obligations (CMOs), real estate mortgage
investment conduits (REMICs), CMO and REMIC

The mere existence of simple caps and floors does notresiduals, and stripped mortgage-backed securities such

necessarily make a security a structured note. Securitiesas interest-only strips (I0s), principal-only strips (POs)

with adjusting caps or floors (i.e., caps or floors that and similar instruments) not held in trading accounts.

(2) Callable federal agency securities that have continu-
ous call features after an explicit call date, except
step-up bonds (which are structured notes).

Instructions for Preparation of Reporting Form FR Y-9C HC-A-9
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For purposes of this line item, exclude from U.S. govern- Include such obligations as:

ment agency and corporation obligations: ) o ]
(1) Small Business Administration (SBA) “Guaranteed

(1) Loans to the Export-Import Bank and to federally- Loan Pool Certificates,” which represent an undi-
sponsored lending agencies. Refer to the Glossary  vided interest in a pool of SBA-guaranteed portion
entry for federally-sponsored lending agency forthe  of Joans for which the SBA has further guaranteed
definition of this term. the timely payment of scheduled principal and inter-

(2) Al holdings of U.S. government-issued or est payments.

-guaranteed mortgage pass-through securities (repor{5y participation certificates issued by the Export—
in item 8(a) below). Import Bank and the General Services Admin-

(3) Collateralized mortgage obligations (CMOs), real istration.
estate mortgage investments conduits (REMICs),
CMO and REMIC residuals, and stripped mortgage-
backed securities (such as interest-only strips (10s),
principal-only strips (POs) and similar instruments)
issued by U.S. government agencies and corpora-
tions (report in item 8(b) below).

(3) Notes issued by the Farmers Home Administration
(FmHA) and instruments (certificates of beneficial
ownership and insured note insurance contracts)
representing an interest in FmHA-insured notes.

Line Item M7(b) Issued by U.S. government-
sponsored agencies (excluding mortgage-backed
securities).

(4) Participations in pools of Federal Housing Adminis-
tration (FHA) Title | loans, which generally consist
of junior lien home improvement loans.

Report in the appropriate column the amortized cost and

fair value of all obligations not held in trading accounts

that have been issued by U.S. government-sponsored

agencies. For purposes of the FR Y-9C, U.S.

Report in the appropriate columns the amortized cost andgovernment-sponsored agencies are defined as agencies

fair value of all obligations not held in trading accounts originally established or chartered by the U.S. govern-

that have been issued by U.S. government agencies. Foment to serve public purposes specified by the U.S.

purposes of this item, a U.S. government agency is Congress but whose debt obligations are not explic-

defined as an instrumentality of the U.S. government itly guaranteed by the full faith and credit of the U.S.

whose debt obligations are fully and explicitly guaran- government.

teed as to the timely payment of principal and interest by

the full faith and credit of the U.S. government.

Line ltem M7(a) Issued by U.S. government
agencies (excluding mortgage-backed securities).

Include, among others, debt securities (but not mortgage
pass-through securities, collateralized mortgage obliga-
Include, among others, debt securities (but not mortgagetions (CMOs), real estate mortgage investment conduits
pass-through securities, collateralized mortgage obliga-(REMICs), CMO and REMIC residuals and stripped
tions (CMOs), real estate mortgage investment conduitsmortgage-backed securities such as interest-only strips
(REMICs), CMO and REMIC residuals and stripped (10s), principal-only strips (POs) and similar instru-
mortgage-backed securities such as interest-only stripsments) of the following government-sponsored agencies:
(I0s), principal-only strips (POs) and similar instru- ) )
ments) of the following U.S. government agencies: (1) Federal Agricultural ~Mortgage Corporation

(Farmer Mac)
(1) Export—Import Bank (Ex-Im Bank)

(2) Federal Housing Administration (FHA) (2) Federal Farm Credit Banks

(3) Government National Mortgage Association (3) Federal Home Loan Banks (FHLBSs)

(GNMA) (4) Federal Home Loan Mortgage Corporation
(4) Maritime Administration (FHLMC or Freddie Mac)
(5) Small Business Administration (SBA) (5) Federal Land Banks (FLBs)
HC-A-10 Instructions for Preparation of Reporting Form FR Y-9C
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(6) Federal National Mortgage Association (FNMA or ties,” and Schedule HC-A, item 4(b), “U.S. equity

Fannie Mae) securities”).
(7) Financing Corporation (FICO) (4) Notes insured by the Farmers Home Administration
) ) ) (FmHA) and instruments (certificates of beneficial
(8) Resolution Funding Corporation (REFCORP) ownership and insured note insurance contracts) rep-
(9) Student Loan Marketing Association (SLMA or resenting an interest in FmHA-insured notes (report

in Schedule HC-A, memorandum item 7(a), obli-
gations “Issued by U.S. government agencies” and
(10) Tennessee Valley Authority (TVA) Schedule HC-A, item 2, “U.S. government agency
and corporation obligations”).

Sallie Mae)

(11) U.S. Postal Service

Also include bonds issued by FNMA and FHLMC that Line Item |\/|8(a) Pass-through Securities.
are collateralized by mortgages, i.e., mortgage-backed

bonds. Report in the appropriate columns of the appropriate

subitem the amortized cost and fair value of all holdings

_ N of mortgage pass-through securities. In general, a mort-
Line Item M8 Mortgage-backed securities. gage pass-through security represents an undivided
Report in the appropriate columns of the appropriate interest In a pQOI _that provlldes the holder with a pro rata
share of all principal and interest payments on the resi-

subitems the amortized cost and fair value of all mort- denial 1 th | of residential
gage pass-through securities, collateralized mortgageZ€Ntidl mortgages in the pool of residential mortgages,

obligations (CMOs), real estate mortgage investment and ?ncludes certificates of participation in pools of resi-
conduits (REMICs), CMO and REMIC residuals, and dential mortgages.
stripped mortgage-backed securities (such as interestinclude certificates of participation in pools of residential
only strips (10s), principal-only strips (POs), and similar mortgages even though the reporting bank holding com-
instruments). pany was the original holder of the mortgages underlying
the pool and holds the instruments covering that pool, as
may be the case with GNMA certificates issued by the
(1) Bonds issued by the Federal National Mortgage bank and swaps with FNMA and FHLMC. Also include
Association (FNMA) and the Federal Home Loan U.S. government-issued participation certificates (PCs)
Mortgage Corporation (FHLMC) that are collateral- that represent a pro rata share of all principal and interest
ized by mortgages i.e., mortgage-backed bonds.payments on a pool of resecuritized participation certifi-
(report in Schedule HC-A, memorandum item 7(b), cates that, in turn, are backed by residential mortgages,
obligations “Issued by U.S. government-sponsored e.g., FHLMC Giant PCs.
agencies” and in Schedule HC-A, item 2, “U.S.
government agency and corporation obligations”)
and mortgage-backed bonds issued by non-U.S. gov-
ernment issuers (report in Schedule HC-A, item 4(a),
“U.S. debt securities.”

Exclude from mortgage-backed-securities:

Exclude all collateralized mortgage obligations (CMOs),
real estate mortgage investment conduits (REMICSs),
CMO and REMIC residuals, and stripped mortgage-
backed securities (such as interest-only strips (I0Os),
principal-only strips (POs), and similar instruments)
(2) Participation certificates issued by the Export—Import (report in Schedule HC-A, memorandum item 8(b)

Bank and the General Services Administration below).

(report in Schedule HC-A, memorandum item 7(a),

obligations “Issued by U.S. government agencies” Line Item M8(a)(1) Guaranteed by GNMA.

and Schedule HC-A, item 2, “U.S. government

agency and corporation obligations”). Report in the appropriate columns the amortized cost and

fair value of all holdings of mortgage pass-through secu-

(3) Participation certificates issued by a Federal Inter- rities guaranteed by the Government National Mort-
mediate Credit Bank (report in Schedule HC-A, gage Association GNMA) that are not held in trading
memorandum item 9(c), “All other equity securi- accounts. Exclude mortgage pass-through securities
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issued by FNMA and FHLMC (report in Sched- Line Item M8(b)(1) Issued or guaranteed by

ule HC-A, memorandum item 8(a)(2) below). FNMA, FHLMC or GNMA.

_ Report in the appropriate columns the amortized cost and
Line Item M8(a)(2) Issued by FNMA and fair value of all classes of CMOs and REMICs, CMO
FHLMC. and REMIC residuals, and stripped mortgage-backed

Report in the appropriate columns the amortized cost andS€CUrities issued by the Federal National Mortgage Asso-
fair value of all holdings of mortgage pass-through secu- ¢iation (FNMA) or the Federal Home Loan Mortgage
rities issued by the Federal National Mortgage Associa- Corporation (FHLMC) or guaranteed by the Government
tion (FNMA) and the Federal Home Loan Mortgage Nathnal Mortgage Association (GNMA). For purposes
Corporation (FHLMC) that are not held in trading of this item, also include REMICS issued by the U.S.
accounts. Exclude mortgage pass-through securities thaP€Partment of Veterans Affairs (VA).

are guaranteed by the Government National Mortgage .

Association (GNMA) (report in Schedule HC-A, memo- Line Item M8(b)(2) Other mortgage-backed

randum item 8(a)(1) above). securities collateralized by MBS issued or
guaranteed by FNMA, FHLMC, or GNMA.
Line Item M8(a)(3) Other pass-through securities. Report in the appropriate columns the amortized cost and

. . . fair value of all classes of CMOs, REMICs, CMO and
Report in the appropriate columns the amortized cost andggpvic residuals, and stripped mortgage-backed securi-

fair value of all holdings of mortgage pass-through Secu- yas jssyed by non-U.S. government issuers (e.g., other

rities issued by others (e.g., other depository institutions e itory institutions, insurance companies, state and
or insurance companies, state and local housing authorl(]e

. ocal housing authorities in the U.S.) for which the collat-
ties) that are not guaranteed by the U.S. government an ral consists of GNMA (Ginnie Mae) pass-throughs,

are not held in trading accounts. FNMA (Fannie Mae) pass-throughs, FHLMC (Freddie
If the reporting bank holding company has issued private Mac) participation certificates, or other mortgage-backed
certificates of participation in a pool of its own residen- securities (i.e., classes of CMOs or REMICs, CMO or
tial mortgages in a transaction that is not reported as aREMIC residuals, and stripped mortgage-backed securi-
financing in accordance with the Glossary entry for “par- ties) issued or guaranteed by FNMA, FHLMC, GNMA,
ticipations in pools of residential mortgages,” any unsold or VA.

private certificates of participation are to be reported in

this item. Line Item M8(b)(3) All other mortgage-backed
securities.

Line Item M8(b) Other mortgage-backed Report in the appropriate columns the amortized cost and

securities. fair value of all CMOs, REMICs, CMO and REMIC

residuals, and stripped mortgage-backed securities issued
by non-U.S Government issuers (e.g., other depository
d'_nstitutions, insurance companies, state and local housing
authorities in the U.S.) for which the collateral does not
consist of GNMA (Ginnie Mae) pass-throughs, FNMA
Other mortgage-backed securities include: (Fannie Mae) pass-throughs, FHLMC (Freddie Mac) par-
ticipation certificates or other mortgage-backed securi-
ties (i.e., classes of CMOs or REMICs, CMO and
REMIC residuals, and stripped mortgage-backed securi-
ties) issued by FNMA, FHLMC, GNMA, or VA.

Report in the appropriate columns of the appropriate
subitems the amortized cost and fair value of all
mortgage-backed securities other than pass-through sec
rities that are not held in trading accounts.

(1) All classes of collateralized mortgage obligations
(CMOs) and real estate mortgage investments con-
duits (REMICs).

(2) CMO and REMIC residuals and similar interests.

(3) Stripped mortgage-backed securities (such asLlne Item M9 Equity securities.

interest-only strips (10s), and principal-only strips Report in columns C and D of the appropriate subitems
(POs), and similar instruments). the historical cost and fair value of all equity securities
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not held in trading accounts. Equity securities may have Include in other equity securities:
been purchased by the reporting bank holding company
or acquired for debts previously contracted. Exclude
preferred stock that by its terms either must be redeemed(2) Common and preferred stocks that do not have
by the issuing enterprise or redeemable at the option of  readily determinable fair values, such as stock of

(1) Paid-in Stock of a Federal Reserve Bank.

the investor. bankers’ banks, voting common stock of the Student
Loan Marketing Association (Sallie Mae), and vot-

Line Item M9(a) Investments in mutual funds and ing common stock of the Federal Agricultural Mort-

other equity securities with readily determinable gage Corporation (Farmer Mac).

fair values.

(3) Stock of a Federal Home Loan Bank.
Report in columns C and D the historical cost and fair
value of all investments in mutual funds, including )
money market mutual funds and mutual funds that invest
solely in U.S. government securities.

“Restricted stock,” as defined by FASB Statement
No. 115, i.e., equity securities for which sale is
restricted by governmental or contractual require-
ment (other than in connection with being pledged as

Also report in columns C and D the historical cost and collateral), except if that requirement terminates

fair value of all other holdings of equity securities with within one year or if the holder has the power by

readily determinable fair values. Such securities include, contract or otherwise to cause the requirement to be
but are not limited to, common stock of the Federal met within one year.

National Mortgage Association (Fannie Mae), preferred
stock and nonvoting common stock of the Student Loan
Marketing Association (Sallie Mae), and common stock
of the Federal Home Loan Mortgage Corporation (Fred-
die Mac). (6) Minority interests held by the reporting bank holding
company in any company not meeting the definition
of associated company except minority holdings that
indirectly represent bank premises (report In Sched-
ule HC, item 6) or other real estate owned (report in
Schedule HC, item 7), provided that the fair value of
any capital stock representing the minority interest
is not readily determinable. (See the Glossary entry
for “subsidiaries” for the definition of associated
company).

(5) Participation certificates issued by a Federal Inter-
mediate Credit Bank, which represent nonvoting
stock in the bank.

The fair value of an equity security is readily determin-

able if sales or bid-and-asked quotations are currently
available on a securities exchange registered with the
Securities and Exchange Commission (SEC) or in the
over-the-counter market, provided that those prices or
guotations for the over-the-counter market are publicly
reported by the National Association of Securities Deal-
ers Automated Quotations systems or by the National
Quotation Bureau. (“Restricted stock,” as defined In

FASB Statement No. 115, does not meet this definition. (7) Equity holdings in those corporate joint ventures

For the definition of this term, see the instructions to over which the reporting bank holding company
memorandum item 9(c) below). The fair value of an does not exercise significant influence, except equity
equity security traded only in a foreign market is readily holdings that indirectly represent bank premises

determinable if that foreign market is of a breadth and (report in Schedule HC, item 6) or other real estate

scope comparable to one of the U.S. markets referred to  owned (report in schedule HC, item 7). (See the

above. Glossary entry for “subsidiaries” for the definition
of corporate joint venture).

Line Item M9(b) - Not applicable. Exclude from other equity securities holdings of capital

stock of and investments in unconsolidated subsidiaries,
associated companies, and those corporate joint ventures
Report all holdings of equity securities that do not have over which the reporting bank holding company exer-
readily determinable fair values. For purposes of this cises significant influence (report in Schedule HC,
item, report the historical cost (book value) of these item 8, “Investments in unconsolidated subsidiaries and
equity securities in both columns C and D. associated companies”).

Line Item M9(c) All other equity securities.
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Line Item M10 Total.

Report the sum of memorandum items 7(a) through
8(b)(3) in columns A and B, and the sum of memoran-
dum items 7(a) through 9(c) in columns C and D.

HC-A-14
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LINE ITEM INSTRUCTIONS FOR

Loan and Lease Financing Receivables,
and Trading Assets and Liabllities
Schedule HC-B

Part|. Loan and Lease Financing Exclude all intracompany (i.e., between subsidiaries of
Receivables the consolidated bank holding company) transactions
and all loans and leases held for trading purposes.

) All loans are classified according to security, borrower,
General Instructions or purpose. Loans covering two or more classifications

Loans and lease financing receivables are extensions oft¢ sometimes difficult to classify. In such instances,
credit resulting from either direct negotiation between ¢lassify the entire loan according to the major criterion.
the bank holding company or its consolidated subsidi- Report in this schedule all loans that the reporting bank
aries and its customers or the purchase of such assetholding company or its consolidated subsidiaries have
from others. (See the Glossary entries for “loan” and for sold under repurchase agreements. Also report all loans
“lease accounting” for further information.) and leases on the books of the reporting bank holding
company even if on the report date they are past due and
All reporting bank holding companies must complete collection is doubtful. Exclude any loans or leases the
this schedule regardless of whether or not it has foreign pank holding company has sold or charged off. Also
or domestic offices. This schedule has two columns for exclude the fair value of any assets received in full or
information on loans and lease financing receivables. partial satisfaction of a loan or lease (unless the asset
Column A provides loan and lease detail for the fully received is itself reportable as a loan or lease) and
consolidated bank holding company and column B pro- any loans for which the bank holding company has
vides detail on loans and leases held by the domesticobtained physical possession of the underlying collateral
offices of the reporting bank holding company. (See the regardless of whether formal foreclosure or repossession
Glossary entry for “domestic office” for the definition of  proceedings have been instituted against the borrower.
this term.) Refer to the Glossary entries for “troubled debt restruc-
turings” and “foreclosed assets” for further discussions
Report the aggregate book value of all loans and leasef these topics.
before deduction of the “Allowance for loan and lease Also report in this schedule the carrying value of all

losses,” which is to be reported in Schedule HC, 15,04 that are held for sale as part of the bank holding
item 4(b). Each item in this schedule should be reported company’s mortgage banking activities or activities of a

net of (1) unearned income (to the extent possible) and gimjjar nature involving other types of loans. Loans held
(2) deposits accumulated for the payment of personaly sale shall be reported at the lower of cost or market
loans (hypothecated deposits). Net unamortized loan feesgjye as of the report date. The amount by which cost
represent an adjustment of the loan yield, and shall begyceeds market value, if any, shall be accounted for as a
reported in this schedule in the same manner as unearnegajuation allowance. For further information, see FASB

income on loans, i.e., deducted from the related loan statement No. 65, “Accounting for Certain Mortgage
balances (to the extent possible) or deducted from total ganking Activities.”

loans in item 10, “LESS: Any unearned income on loans
reflected in items 1-8 above.” Net unamortized direct
loan origination costs shall be added to the related loan(1) all loans of immediately available funds that mature
balances in each item in this schedule. in one business day or roll over under a continuing

Exclude, for purposes of this schedule, the following:
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contract, i.e., federal funds sold (report in Schedule single total in column A for the consolidated bank hold-
HC, item 3, “Federal funds sold”); ing company and by type of real estate collateral in the

appropriate subitem below in column B.
(2) contracts of sale or other loans indirectly represent- ) , ) ,
ing other real estate (report in item 7, “Other real When the reporting bank holding company or its consoli-
estate owned”); dated subsidiaries issue certificates of participation in a

pool of residential mortgages that they hold, such trans-
(3) undisbursed loan funds, sometimes referred to asactions are to be reported in accordance with generally
incomplete loans or loans in process, unless the accepted accounting principles (GAAP). If, in accor-
borrower is liable for and pays the interest thereon. If dance with GAAP, the transactions are treated as the sale
interest is being paid by the borrower on the undis- of the underlying mortgage loans, the consolidated bank
bursed proceeds, the amounts of such undisbursedolding company would, for purposes of reporting, elimi-
funds should be included in both loans and deposits. nate the dollar amount of the underlying mortgages from
(Do not include loan commitments that have not yet this item. Holdings of such certificates of participation
been taken down, even if fees have been paid; seewould be reported in Schedule HC-A, item 4(a).

Schedule HC-F, Part|, item 1); Include as loans secured by real estate and loans secured

(4) loans and leases held for trading purposes (report inby properties _and guaranteed by governmental entities in
Schedule HC, item 5, "Trading assets," and Part Il of fOréign countries.
Schedule HC-B); and Excludethe following from loans secured by real estate:

(5) holdings of commercial paper (report either in (1) Obligations (other than securities) of states and
Schedule HC-A or Part Il of Schedule HC-B as political subdivisions in the U.S. secured by real
appropriate). estate (report in item 8 below).

(2) All loans and sales contracts indirectly representing
Line Item 1 Loans secured by real estate. other real estate (report in Schedule HC, item 7,

" “Other real estate owned”).
Report all loans (other than those to states and political )

subdivisions in the U.S.), regardless of purpose and(3) Loans to real estate companies, real estate invest-
regardless of whether originated by the bank holding ment trusts, mortgage lenders, and foreign non-
company or its consolidated subsidiaries or purchased governmental entities that specialize in mortgage
from others, that are secured by real estate as evidenced loan originations and that service mortgages for other
by mortgages, deeds of trust, land contracts, or other  lending institutions when the real estate mortgages

instruments, whether first or junior liens (e.g., equity or similar liens on real estate are not sold to the bank
loans, second mortgages) on real estate. (See the Glos- holding company but are merely pledged as collat-
sary entry for “loans secured by real estate” for the eral (report below in item 3, “Loans to depository
definition of this term.) institutions,” or as all other loans in item 8, “Other

For bank holding companies with domestic offices loans,” as appropriate).

only: Report loans secured by real estate as a single tota4) Notes issued and insured by the Farmers Home
in column A for the consolidated bank holding company. Administration and instruments (certificates of
Report in column B within the appropriate subitem below beneficial ownership and insured note insurance
loans for construction and land development purposes  contracts) representing an interest in Farmers Home
when they are secured by real estate, loans secured by Administration-insured notes (report in Schedule
farmland, by 1-4 family residential properties, by multi- HC-A, item 2, “U.S. government agency and corpo-
family properties, and by nonfarm nonresidential proper- ration obligations”).

ties. The total of the subitems in column B should equal

the consolidated total reported in column A. (5) Bonds issued by the Federal National Mortgage

Association or by the Federal Home Loan Mortgage
For bank holding companies with domestic and for- Corporation that are collateralized by residential
eign offices: Report loans secured by real estate as a mortgages (report in Schedule HC-A, item 2).
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(6) Pooled residential mortgages against which certifi- or usable for agricultural purposes, such as crop and
cates guaranteed by the U.S. government have beerivestock production. Farmland includes grazing or pas-
issued. Treat such pooled mortgages as having beerture land, whether tillable or not and whether wooded or
sold outright and report such certificates purchased not.
or held as obligations of U.S. government agencies
and corporations (report in Schedule HC-A,
item 2, “U.S. government agency and corporation

Include loans secured by residential properties that are
guaranteed by the Farmers Home Administration
(FmHA) and extended, collected, and serviced by a party

obligations?). other than the FmHA.
Exclude, however, loans extended, serviced, collected,
Line Item 1(a) Construction and land and insured by FmHA (report in Schedule HC-A, item 2,
development. “U.S. government agency and corporation obligations.”)

Report in this item loans secured by real estate with
maturities of 60 months or less made to finance land Line Item 1(c) Secured by 1-4 family residential
development (i.e., the process of improving land—Ilaying properties.

sewers, water pipes, etc.) preparatory to erecting new
structure or the on-site construction of industrial, com-
mercial, residential, or farm buildings. For this item,
“construction” includes not only construction of new
structures, but also additions or alterations to existing

make way for new structures. (including vacation homes) or more than 4 dwelling

Include loans secured by real estate the proceeds of units if each is separated from other unity by divid-

which are to be used to acquire and improve developed ~ ing walls that extend from ground to roof (e.g., row
and undeve|oped property_ houses, tOWﬂhouseS, or the Ilke).

Report in this item revolving and permanent loans
secured by real estate as evidenced by mortgages (FHA,
FmHA, VA, or conventional) or other liens on the
following:

Excludethe following from construction and land devel- (2) Mobile homes where (a) state laws define the pur-

opment loans: chase or holding of a mobile home as the purchase or
) ) holding of real propertyand where (b) the loan to

(1) Loans to acquire and hold vacant land (report in yrchase the mobile home is secured by that mobile

item 1(b), 1(c), or 1(d), depending upon the type of  home as evidenced by a mortgage or other instru-
structure eventually to be constructed on the prop- ment on real property.

erty or, if unknown, according to the type of struc-

ture for which the area is primarily zoned. (3) Individual condominium dwelling units and loans

. secured by an interest in individual cooperative hous-
(2) Loans secured by real estate that have maturities  ng ynits, even if in a building with five or more

greater than sixty months (report in item 1(b), 1(c), dwelling units.
or 1(d), as appropriate).

i . (4) Vacant lots in established single-family residential
(3) Loans to finance construction and land development  * gections or in areas set aside primarily for 1 to 4

that are not secured by real estate (reportin items 2. tamjly dwelling units.
through 8 below, as appropriate).
(5) Housekeeping dwellings with commercial units com-
bined where use is primarily residential and where
Line Item 1(b) Secured by farmland. only 1 to 4 family dwelling units are involved.

Report in this item loans secured by farmland and Excludeloans secured by real estate to finance construc-
improvements thereon, as evidenced by mortgages ortion and land development loans that mature in sixty
other liens. Farmland includes all land known to be used months or less (report in item 1(a) above).
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Line Item 1(c)(1) Revolving, open-end loans
secured by 1-4 family residential properties and
extended under lines of credit.

Report the amount outstanding under revolving, open-

end lines of credit secured by 1 to 4 family residential

maturities of sixty months or less (report in item 1(a)).
Also exclude loans secured by nonfarm nonresidential
properties (report in item 1(e)).

Line ltem 1(e) Secured by nonfarm nonresidential

properties. These lines of credit, commonly known as properties.

home equity lines, are typically secured by a junior lien
and are usually accessible by check or credit card.

Line Item 1(c)(2) All other loans secured by
1-4 family residential properties.

Report in this item all loans secured by real estate as
evidenced by mortgages or other liens on business and
industrial properties, hotels, motels, churches, hospitals,
educational and charitable institutions, dormitories,
clubs, lodges, association buildings, “homes” for aged

Report in the appropriate subitem the amount of all persons and orphans, golf courses, recreational facilities,
permanent loans secured by 1 to 4 family residential and similar properties.

properties (i.e., closed-end loans).

Line Item 1(c)(2)(a) Secured by first liens.

Report the amount of all permanent loans secured by first

liens on 1 to 4 family residential properties.

Line Item 1(c)(2)(b) Secured by junior liens.

Excludeloans for purposes of constructing or developing
nonfarm nonresidential properties (report in item 1(a)).

Line Item 2 Commercial and industrial loans.

For bank holding companies with domestic offices
only: Report in column A in the appropriate subitem

Report the amount of all permanent loans secured byloans to U.S. addressees and loans to non-U.S. address-

junior (i.e., other than first) liens on 1 to 4 family
residential properties.

Line Item 1(d) Secured by multifamily (5 or more)
residential properties.

ees. Report the total in column B.

For bank holding companies with domestic and for-
eign offices:Report in column B the total of commercial
and industrial loans for the domestic offices only of the
reporting consolidated bank holding companies. Report

Report in this item all other permanent nonfarm residen- in column A, on a fully consolidated basis, the break-
tial loans secured by real estate as evidenced by mort-down between loans to U.S. addressees and loans to

gages (FHA and conventional) or other liens. Specifi-

cally, include loans on the following:
(1) Nonfarm properties with 5 or more dwelling units in

structures (including apartment buildings and apart-
ment hotels) used primarily to accommodate house-

holds on a more or less permanent basis.

(2) 5 or more unit housekeeping dwellings with com-
mercial units combined where use is primarily
residential.

(3) Cooperative-type apartment buildings containing
5 or more dwelling units.

(4) Vacant lots in established multifamily residential
sections or in areas set aside primarily for multi-
family residential properties.

Excludeloans for multifamily residential property con-

non-U.S. addressees.

Report loans for commercial and industrial purposes to
sole proprietorships, partnerships, corporations, and other
business enterprises, whether secured (other than by real
estate) or unsecured, single-payment, or installment.
These loans may take the form of direct or purchased
loans.

Include the acceptances of the consolidated banking sub-
sidiaries of the reporting bank holding company that they
hold in their portfolio when the account party is a com-
mercial or industrial enterprise. Also include loans to
individuals for commercial, industrial, and professional
purposes but not for investment or personal expenditure.
Exclude all commercial and industrial loans held in
trading accounts.

Include loans of the types listed below. These descrip-

struction and land development purposes with original tions may overlap and are not all inclusive.

HC-B-4
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(1) Loans for commercial, industrial, and professional (10)
purposes to

(a) mining, oil- and gas-producing, and quarrying
companies;

(b) manufacturing companies of all kinds, in-
cluding those that process agricultural
commodities;

(c) construction companies; (11)

(d) transportation and communications companies
and public utilities;

(e) wholesale and retail trade enterprises and other(12)
dealers in commodities;

(f) cooperative associations including farmers’
cooperatives;

(1)

(g) service enterprises such as hotels, motels, laun-
dries, automotive service stations, and nursing
homes and hospitals operated for profit;

)
3

(h) insurance agents; and
(i) practitioners of law, medicine, and public
accounting.

(4)

(2) Loans for the purpose of financing capital expendi-
tures and current operations.

(3) Loans to business enterprises guaranteed by the (5)
Small Business Administration.

(4) Loans to farmers for commercial and industrial
purposes (when farmers operate a business enter- (6)
prise as well as a farm).

(5) Loans supported by letters of commitment from the
Agency for International Development.

(6) Loans made to finance construction that are not (7)
secured by real estate.

(7) Loans to merchants or dealers on their own promis-
sory notes secured by the pledge of their own
installment paper.

8

(8) Loans extended under credit cards and related plans
that are readily identifiable as being issued in the
name of a commercial or industrial enterprise.

9)

(9) Dealer flooring or floor-plan loans.

Instructions for Preparation of Reporting Form FR Y-9C
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Loans collateralized by production payments (e.qg.,
oil or mining production payments). Treat as a loan
to the original seller of the production payment

rather than to the holder of the production payment.
For example, report in this item, as a loan to an oil
company, a loan made to a nonprofit organization
collateralized by an oil production payment; do

not include in item 8 as a loan to the nonprofit

organization.

Loans and participations in loans secured by condi-
tional sales contracts made to finance the purchase
of commercial transportation equipment.

Commercial and industrial loans guaranteed by for-
eign governmental institutions.

Exclude the following from commercial and industrial
loans:

Loans secured by real estate, even if for commer-
cial and industrial purposes (report in item 1).

Loans to depository institutions (report in item 3).

Loans to nondepository financial institutions such
as real estate investment trusts, mortgage compa-
nies, and insurance companies (report as all other
loans in item 8).

Loans for the purpose of purchasing or carrying
securities (report in item 8).

Loans for the purpose of financing agricultural pro-
duction, whether made to farmers or to non-
agricultural businesses (report in item 5).

Loans to nonprofit organizations, such as hospitals
or educational institutions (report as all other loans
in item 8), except those for which oil or mining
production payments serve as collateral that are to
be reported in this item.

Holdings of acceptances accepted by other banks,
i.e., that are not consolidated on this report by the
reporting bank holding company (report in item 4).

Holdings of acceptances of banking subsidiaries of
the consolidated bank holding company when the
account party is another bank (report in item 3) or a
foreign government or official institution (report in
item 7).

Equipment trust certificates (report in Sched-
ule HC-A, item 4(b) or 5(b), as appropriate).
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(10) Any commercial or industrial loans, such as com- (3) Purchases of mortgages and other loans under agree-
mercial paper or bankers acceptances, held in the  ments to resell that do not involve the lending of
bank holding company’s trading accounts (report in immediately available funds or that mature in more
Schedule HC, item 5, “Trading assets”). than one business day, if acquired from depository

institutions.

Line Item 2(a) To U.S. addressees (domicile). (4) The acceptances of the consolidated subsidiary banks
of the reporting bank holding company discounted
and held in their portfolios when the account party is
another depository institution.

Report in column A, as appropriate, all commercial and
industrial loans to U.S. addressees. (For a detailed discus-
sion of U.S. and non-U.S. addressees, see the Glossary

entry for “domicile.”) (5) Certain participations in pools of loans (other than
residential mortgages), if issued by depository insti-
tutions. (See the Glossary entry for “sales of assets”

Line Item 2(b) To non-U.S. addressees (domicile). , )
for further information.)

Report in column A, as appropriate, all commercial and i ,
industrial loans to non-U.S. addressees. (For a detailedEXclude the following from loans to depository
discussion of U.S. and non-U.S. addressees, see the GlodDstitutions:

sary entry for “domicile.”) (1) All transactions reported in Schedule HC, item 3,
“Federal funds sold and securities purchased under

Line Item 3 Loans to depository institutions. agreements to resell.”

For bank holding companies with only domestic (2) Loans secured by real estate, even if extended to
offices: Report in column A in the appropriate subitem depository institutions (report in item 1).
loans to U.S. addressees and loans to non-U.S. address- 3

ees. Report the total in column B (3) Loans to holding companies of depository institu-

tions not owned or controlled by the reporting bank
holding company (report as all other loans in
item 8).

For bank holding companies with domestic and for-

eign offices: Report in column B the total of loans to
depository institutions in the domestic offices of the )
reporting consolidated bank holding companies. Report (4) Loans to real estate investment trusts and to mort-
in column A, on a fully consolidated basis, the break- gage companies that specialize in mortgage loan

down between loans to U.S. addressees and loans to  originations and warehousing or in mortgage loan
non-U.S. addressees. servicing (report as all other loans in item 8).

Report all loans (other than those secured by real estate), (5) Loans to finance companies and insurance compa-
including overdrafts to banks, other depository institu- nies (report as all other loans in item 8).

tions, and other associations, companies, and financial
intermediaries whose primary business is to accept
deposits and to extend credit for business or for personal
expenditure purposes.

(6) Loans to brokers and dealers in securities, invest-
ment companies, and mutual funds (report as loans
for purchasing or carrying securities in item 8).

Include the following as loans to depository institutions: ~ (7) Loans to Small Business Investment Companies
(report as all other loans in item 8).
(1) Loans to depository institutions for the purpose of

purchasing or carrying securities. (8) Loans to lenders other than brokers, dealers, and

banks whose principal business is to extend credit

(2) Loans to depository institutions for which the collat-

eral is a mortgage instrument and not the underlying

real property. Report loans to depository institutions

where the collateral is the real estate itself, as evi-

denced by mortgages or similar liens, in item 1.

HC-B-6

for the purpose of purchasing or carrying securities
(as described in Federal Reserve Regulation U) and
loans to “plan lenders” (as defined in Federal
Reserve Regulation G) (report as loans for purchas-
ing or carrying securities in item 8).
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(9) Loans to federally sponsored lending agencies York State banking law and that are majority-owned by
(report as all other loans in item 8). (Refer to the one or more foreign banks.
Glossary entry for “federally sponsored lending

agency” for the definition of this term.) (See the Glossary entry for “banks, U.S. and foreign” for

further discussion of these terms.)

(10) Loans to closed or liquidating banks or other gycludethe following from this item:

depository institutions (report in Schedule HC, )
item 11, “Other assets”). (1) dollar exchange acceptances created by foreign gov-

ernments and official institutions (report in item 7);

and
Line Item 3(a) To U.S. banks and other U.S.

depository institutions. (2) loans to foreign governments and official institu-

tions, including foreign central banks (report in
Report in this item for the fully consolidated bank hold- item 7).

ing company all loans and all other instruments evidenc- .

ing loans (except those secured by real estate) to deposi{S€€ the Glossary entry for “foreign governments and
tory institutions chartered and headquartered in the U.S.Official institutions” for the definition of this term.)
(including U.S.-chartered banks owned by foreigners),

but excluding U.S. branches and agencies of foreign Line Item 4 Acceptances of other banks

banks. Include in this item loans to both the U.S. and Report in this item the bank holding company’s holdings
foreign branches of U.S. banks. U.S. depository institu- of a1| bankers acceptances accepted by other banks (both
tions cover the following: U.S. and non-U.S. banks) and not held in trading
accounts. Acceptances accepted by other banks may be
purchased in the open market or discounted by the
reporting bank holding company or its consolidated sub-
(2) other depository institutions in the U.S., i.e., sidiaries. (For further information, see the Glossary entry
for “bankers acceptances.”)

(1) U.S. commercial banks and their branches, wherever
located; and

() credit unions; Excludeacceptances accepted by the consolidated sub-

(b) mutual or stock savings banks; sidiary banks of the reporting bank holding company,
discounted, and held in their portfolios. Such accep-
(c) savings or building and loan associations; tances are to be reported in other items of this schedule

(d) cooperative banks; and according to the account party.
Line Item 5 Loans to finance agricultural

e) other similar depository institutions. .
@) P y production and other loans to farmers.

Report in columns A and B, as appropriate, loans for the
purpose of financing agricultural production. Include
Report in this item all loans and other instruments evi- such loans whether secured (other than by real estate) or
dencing loans to both the U.S. and foreign branches ofunsecured and whether made to farm and ranch owners
banks chartered and headquartered in a foreign countryand operators (including tenants) or to nonfarmers. All
Foreign banks cover the following: other loans to farmers, other than those excluded below,
should also be reported in this item.

Line Item 3(b) To foreign banks.

(1) U.S. branches and agencies of foreign banks. and ) ] )
Include the following as loans to finance agricultural

(2) foreign-domiciled branches of foreign banks. production and other loans to farmers:

For purposes of these reports, U.S. branches and agencied) Loans and advances made for the purpose of
of foreign banks include U.S. branches and agencies of  financing agricultural production, including the

foreign official banking institutions and investment com- growing and storing of crops, the marketing or carry-
panies that are chartered under Article XII of the New ing of agricultural products by the growers thereof,
Instructions for Preparation of Reporting Form FR Y-9C HC-B-7
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and the breeding, raising, fattening, or marketing of ownership, insured note insurance contracts) repre-
livestock. senting an interest in FmHA-insured notes (report in
Schedule HC-A, item 2, “U.S. government agency
and corporation obligations”™). Such notes and instru-
ments are backed by loans made, serviced, and col-
lected by the Farmers Home Administration and
(3) Agricultural notes and other notes of farmers thatthe ~ were issued prior to January 1, 1975.

bank holding company has discounted for, or pur-

chased from, merchants and dealers, either with or

without recourse to the seller.

(2) Loans and advances made for the purpose of
financing fisheries and forestries, including loans to
commercial fishermen.

Line Item 6 Loans to individuals for household,
family, and other personal expenditures.

(4) Loans to farmers that are guaranteed by the Farmerszq, hank holding companies with foreign offices, report
Home Administration (FmHA,) or by the Small Busi- e amount outstanding of loans to individuals for house-
ness Administration (SBA) and that are extended, pq 4 family, and personal expenditures in domestic
serviced, and collected by a party other than the g fices in column B. Report in column A, on a fully

FmHA or SBA. consolidated basis, the breakdown between credit cards

(5) Loans and advances to farmers for purchases of farmand related plans and other loans to individuals for
machinery, equipment, and implements. household, family, and other personal expenditures.

For bank holding companies with domestic offices only,
report in column A in the appropriate subitem below
credit cards and related plans and other loans to individu-
als for household, family, and other personal expendi-
(a) purchases of private passenger automobiles andures. Report the total in column B.

other retail consumer goods; and

(6) Loans and advances to farmers for all other purposes
associated with the maintenance or operations of the
farm, including the following:

Include all loans to individuals for household, family,

(b) provisions for the living expenses of farmers or and other personal expenditures that are not secured by
ranchers and their families. real estate, whether direct loans or purchased paper.

Exclude loans to individuals for the purpose of purchas-

Loans to farmers for household, family, and other ing or carrying securities (report in item 8 below).

personal expenditures (including credit cards and related
plans) that are not readily identifiable as being made to Deposits accumulated by borrowers for the payment of
farmers need not be broken out of item 6 for inclusion in personal loans (i.e., hypothecated deposits) should be
this item. netted against the related loans.

Exclude the following from loans to finance agricultural Excludethe following from this item and its subitems:

production and other loans to farmers: (1) Credit extended under such plans to business enter-

(1) Loans secured by real estate (report in item 1). prises (report in item 2, “Commercial and indus-
trial loans”).
(2) Loans to farmers for commercial and industrial pur-

enterprise as well as a farm (report in item 2). accounts not associated with check credit or revolv-
_ ing credit operations (report in other items of
(3) Loans to farmers for the purpose of purchasing or Schedule HC-B, Part |, as appropriate).

carrying stocks, bonds, and other securities (report as

loans for purchasing or carrying securities in item 8). (3) All credit extended to individuals through credit

cards and related plans secured by real estate (report
(4) Loans to farmers secured by oil or mining produc- in item 1).

tion payments (report in item 2). (4) All direct and purchased loans, regardless of

(5) Notes insured by the Farmers Home Administration purpose, secured by real estate as evidenced by
(FmHA) and instruments (certificates of beneficial mortgages, deeds of trust, land contracts, or other
HC-B-8 Instructions for Preparation of Reporting Form FR Y-9C
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instruments, whether first or junior liens (e.g., If the bank holding company acts only as agent or
equity loans, second mortgages), on real estatecorrespondent for other banks or nonbank corporations
(report in item 1). and carries no credit card or related plan assets on its
S books, enter a “zero” or the word “none.” Bank holding
(5) Loans to individuals not secured by real estate for ,mpanies and their consolidated subsidiaries that do not

the purpose of investing in real estate when the real 5 icipate in any such plan should also enter a zero or
estate is not to be used as a residence or vacationne word “none.”

home by the borrower or by members of the bor-
rower’s family (report as all other loans in item 8). Do not net credit balances resulting from overpayment of

account balances on credit cards and related plans.

(6) Loans to individuals for commercial, industrial, and Report credit balances in Schedule HC-C, item 1(a) or
professional purposes and for “floor plan” or other  2(a), as appropriate.

wholesale financing (report in item 2).

(7) Loans to individuals for the purpose of purchasing L€ ltem 6(b)  Other.
or carrying securities (report in item 8). Report in this item other loans to individuals for house-
hold, family, and other personal expenditures (other than

(8) Loans to individuals for investment (as distinct those secured by real estate). This item includes:

from commercial, industrial, or professional) pur-
poses other than those for purchasing or carrying (1) purchases of private passenger automobiles, pickup
securities (report as all other loans in item 8). trucks, household appliances, furniture, trailers, or

. boats;
(9) Loans to merchants, automobile dealers, and

finance companies on their own promissory notes, (2) repairs or improvements to the borrower’s residence
secured by the pledge of installment paper or simi- (ot secured by real estate);
in item 8, as appropriate). .
(4) medical expenses;
(10) Loans to farmers, regardless of purpose (to the
extent they can be readily identified, report in
item 5). (6) vacations;

(5) personal taxes;

(7) consolidation of personal (nonbusiness) debts;

Line Item 6(2) - Credit card and related plans. (8) purchases of real estate or mobile homes (not secured

Report in this item all credit card and related plans for by real estate) to be used as a residence by the
the consolidated bank holding company. borrower’s family; and

Credit cards and related plans include all extensions of (9) other personal expenditures.
credit to individuals for household, family, and other
personal expenditures arising from bank credit cards or
special prearranged overdraft plans. Report the total(1) Installment loans, demand loans, single payment
amount outstanding of all funds advanced under these time loans, and hire purchase contracts, and should
plans by the consolidated bank holding company, regard-  be reported as other loans to individuals for house-
less of whether there is a period before interest charges  hold, family, and other personal expenditures
are made. regardless of size or maturity and regardless of
whether the loans are made by the consumer loan
department or by any other department of the bank
holding company.

Such loans may take the following form:

Report only such credit carried on the books of the
reporting bank holding company as loans that is out-
standing on the report date, even if the plan is shared
with other banks or organizations and even if accounting (2) Retail installment sales paper purchased by the bank
and billing are done by a correspondent bank or the holding company from merchants or dealers, finance
accounting center of a plan administered by others. companies, and others.

Instructions for Preparation of Reporting Form FR Y-9C HC-B-9
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Line Item 7 Loans to foreign governments and Include in this item the following:

official institutions. _ _ N
) ) (1) Loans for purchasing and carrying securities.
Report (in columns A and B when appropriate) all loans

(other than those secured by real estate), including (2) Obligations (other than securities) of states and
planned and unplanned overdrafts, to governments in political subdivisions in the U.S.

foreign countries, to their official institutions, and to

international and regional institutions. (See the Glossary (3) Unplanned overdrafts to deposit accounts (except
entry for “foreign governments and official institutions” overdrafts of depository institutions and foreign
for the definition of this term.) governments and official institutions, which are to

- be reported in items 3 and 7 above, respectively).
Include bankers acceptances accepted by the subsidiary P P y)

banks of the reporting bank holding company and held in  (4) Loans (other than those secured by real estate) to

their portfolio when the account party is a foreign gov- nonprofit organizations (e.g., churches, hospitals,

ernment or official institution, including such accep- educational and charitable institutions, clubs, and

tances for the purpose of financing dollar exchange. similar associations) except those collateralized by

Exclude acceptances that are held in trading accounts. production payments where the proceeds ultimately

Exclude the following from loans to foreign govern- go to a commercial or industrial organization

ments and official institutions: (report in item 2).

(1) Loans to nationalized banks and other banking insti- (5) | oans to individuals for investment purposes (as
tutions owned by foreign governments and not distinct from commercial, industrial, or profes-
functioning as central banks, banks of issue, or sional purposes), other than those secured by real
development banks (report in item 3 above). estate.

(2) Loans to U.S. branches and agencies of foreign offi-

mercial bank in the U.S. in item 3). real estate investment trusts and to mortgage com-
) panies that specialize in mortgage loan originations
(3) Loans to foreign-government-owned nonbank corpo- and warehousing or in mortgage loan servicing.
rations and enterprises (report in item 2 or 8, as (Exclude outright purchases of mortgages or simi-
appropriate). lar instruments by the bank holding company from
Line Item 8 Other loans. such companies, which are to be reported in

item 1.)
Report (in columns A and B when appropriate) all loans
that cannot be properly classified in items 1 through 7 (7) Loans to holding companies of depository institu-
above. tions (other than subsidiary holding companies of

For bank holding companies with foreign offices, report the reporting bank holding company).
the amount outstanding of other loans in domestic offices
in column B. Report in column A, on a fully consoli-
dated basis, the breakdown between taxable and tax-
exempt obligations (other than securities) of states and
political subdivisions in the U.S. and all other loans as
described below.

(8) Loans to insurance companies.

(9) Loans to finance companies, mortgage finance com-
panies, factors and other financial intermediaries,
short-term business credit institutions that extend
credit to finance inventories or carry accounts

For bank holding companies with domestic offices only, receivable, and institutions whose functions are
report in column A in the appropriate subitem below the predominantly to finance personal expenditures
breakdown between taxable and tax-exempt obligations (exclude loans to financial corporations whose sole
(other than securities) of states and political subdivisions function is to borrow money and relend it to its
in the U.S. and all other loans as described below. Report affiliated companies or a corporate joint venture in
the total in column B. which an affiliated company is a joint venturer).
HC-B-10 Instructions for Preparation of Reporting Form FR Y-9C
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(10) Loans to federally sponsored lending agencies (see
the Glossary entry for “federally sponsored lending
agency” for the definition of this term).

(11) Loans to investment banks.

(12) Loans to other domestic and foreign financial inter-
mediaries whose functions are predominantly the
extending of credit for business purposes, such as
investment companies that hold stock of operating
companies for management or development
purposes.

(13) Loans to Small Business Investment Companies.
Exclude from all other loans the following:

(1) Loans to banks in foreign countries that act as
brokers and dealers in securities (report in item 3).

(2) Loans to depository institutions for the purpose of

(a) Loans made to provide funds to pay for the
purchase of securities at settlement date.

(b) Loans made to provide funds to repay indebted-
ness incurred in purchasing securities.

(c) Loans that represent the renewal of loans to
purchase or carry securities.

(d) Loans to investment companies (other than
Small Business Investment Companies) and
mutual funds.

(e) Loans to “plan lenders” as defined in Section
207.5(a) of Federal Reserve Regulation G and
to ESOPs.

() Loans to lenders other than brokers, dealers,
and banks whose principal business is to extend
credit for the purpose of purchasing or carrying
securities.

purchasing or carrying securities (report in item 3). Opligations (other than securities) of states and political

(3) Transactions reportable in Schedule HC,

item 3. Subdivisions in the U.S. include obligations of states and

“Federal funds sold and securities purchased under Political subdivisions in the United States (including

agreements to resell.”

those secured by real estate), other than those obligations

reported as securities issued by such entities in Sched-

(4) Loans secured by real estate (report in item 1).

(5) Extensions of credit initially made in the form of
planned or “advance agreement” overdrafts other

ule HC-A, item 3, “Securities issued by states and politi-
cal subdivisions in the U.S.Excludeall such obligations
held in trading accounts.

than those made to borrowers of the types whose States and political subdivisions in the U.S. include the
obligations are specifically reportable in this item following:

(report in other items, as appropriate). For example,
report advances to banks in foreign countries in
the form of “advance agreement” overdrafts as
loans to banks in foreign countries in item 3 and
overdrafts under consumer credit card and check—

(1) the fifty states of the United States and the District of
Columbia and their counties, municipalities, school
districts, irrigation districts, and drainage and sewer
districts; and

credit plans as loans to individuals in item 6. Report (2) the governments of Puerto Rico and of the U.S.

both planned and unplanned overdrafts on “due
to” deposit accounts of depository institutions in
item 3.

territories and possessions and their political
subdivisions.

Treatment of industrial development bonds (IDBs).

Loans for purchasing or carrying securities include the |ndustrial

following:

(1) All loans to brokers and dealers in securities (other
than those secured by real estate and those to
depository institutions).

development bonds (IDBs), sometimes

referred to as “industrial revenue bonds,” are typically

issued by local industrial development authorities to
benefit private commercial and industrial development.
For purposes of this report, all IDBs should be reported
as securities issued by states and political subdivisions in

(2) All loans, whether secured (other than by real the U.S. in Schedule HC-A, item 3, or as loans in this
estate) or unsecured, to any other borrower for the item, consistent with the asset category in which the
purpose of purchasing or carrying securities (debt bank holding company reports IDBs on its balance sheet

or equity), such as the following:

Instructions for Preparation of Reporting Form FR Y-9C
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whether they are reported as securities in Schedule HC-Atax-exempt obligation in item 8(b), regardless of whether
or as loans in Schedule HC-B, Part I, all IDBs that meet the obligation was acquired at market discount, regard-
the definition of a “security” in FASB Statement No. 115 less of whether the interest on the obligation must be
must be measured in accordance with Statement No. 115. included in the bank holding company’s alternative mini-
mum taxable income, and regardless of the federal
income tax treatment of the interest expense incurred to
carry the obligation. An obligation of a state or political
subdivision in the U.S. whose interest must be included
in gross income for federal income tax purposes is to be
reported as a taxable obligation in item 8(a).

Treatment of other obligations of states and political
subdivisions in the U.3n addition to those IDBs that are
reported in this item in accordance with the preceding
paragraph, also include in item 8(a) or 8(b), as appropri-
ate, all obligations (other than securities) of states and
political subdivisions in the U.Sexcept those that meet

any of the following criteria: Line Item 8(a) Taxable obligations (other than

(1) Industrial development bonds (IDBs) that are §ecurities) of states and political subdivisions
reported as securities in accordance with the report-in the U.S.

ing treatment described above (report as securities inpenqrt all obligations of states and political subdivisions
Schedule HC, item 2, and Schedule HC-A, item 3). i, the U.S. that are to be reported as loans in accordance
(2) Notes, bonds, and debentures (including tax warrantsWith the criteria described above and whose interest must

and tax-anticipation notes) that are rated by a nation- b€ included in gross income for federal income tax
ally recognized rating service (report as securities in PUrPOSEs.

Schedule HC, item 2, and Schedule HC-A, item 3). | .
Line Item 8(b) Tax-exempt obligations (other than

(3) Mortgage-backed securities issued by state and localsecurities) of states and political subdivisions
housing authorities (report as securities in Schedule in the U.S.

HC, i 2 h le HC-A, i . L . L
C, item 2, and Schedule HC-A, item 3) Report all obligations of states and political subdivisions

(4) Obligations of state and local governments that are in the U.S. that are to be reported as loans in accordance
guaranteed by the U.S. government (report as securi-with the criteria described above and whose interest is
ties in Schedule HC, item 2, and Schedule HC-A, excludable from gross income for federal income tax
item 3). purposes.

(5) Nonrated obligations of states and political subdivi- | jne I1tem 8(c) All other loans.
sions in the U.S. that the bank holding company o
considers securities for other financial reporting pur- Report all other loans (other than obligations of states

poses (report as securities in Schedule HC, item 2,and political subdivisions in the U.S.) that cannot be
and Schedule HC-A, item 3). properly classified in items 1 through 8(b) above. For

_ _ _ ___more detailed discussion, refer to the listing of the types
(6) Lease financing receivables of states and political of Joans that should be included in this item in the
subdivisions in the U.S. (report as leases in item 9 general description of item 8 above.

below).
Line Item 9 Lease financing receivables (net of

(7) Obligations of states and political subdivisions in the .
unearned income).

U.S. held by the reporting bank holding company in
trading accounts (report in Schedule HC, item 5). For bank holding companies with only domestic
offices: Report in column A, in the appropriate subitem
lease financing receivables to U.S. addressees and lease
financing receivables to non-U.S. addressees. Report the
total in column B.

Taxable—tax-exempt distinctiohe determination as to
whether an obligation of a state or political subdivision
in the U.S. is taxable or tax-exempt is based on the
federal income tax treatment of the interest on the obliga-
tion. An obligation of a state or political subdivision in  For bank holding companies with domestic and for-
the U.S. whose interest is excludable from gross incomeeign offices:Report in column B the total for domestic
for federal income tax purposes is to be reported as aoffices of the reporting bank holding companies. Report
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in column A, on a fully consolidated basis, the break- Line Item 11 Total loans and leases, net of
down between lease financing receivables of U.S.unearned income.

addressees (item 9(a)) and lease financing receivables o
non-U.S. addressees (item 9(b)). Include all outstanding
receivable balances relating to direct financing and
leveraged leases on property acquired by the consoli-
dated bank holding company for leasing purposes. TheseM(:*'moranda
balances should include the estimated residual value of
leased property and must be net of unearned income.
(For further discussion of leases where the bank holding
company is the lessor, refer to the Glossary entry for Report on a fully consolidated basis all loans and lease
“lease accounting.”) financing receivables that have been restructured because
of a deterioration in the financial position of the obligor
but, as of the report date, are in compliance with the
modified terms. All such loans and lease financing
receivables should be distributed by category, whether
Line Item 9(a) To U.S. addressees (domicile). held in domestic or foreign offices of the bank holding
company or its consolidated subsidiaries. Loan amounts

Repc_)rt n co_Iumn_A aII_outstanding receivable balances should be reported net of unearned income to the extent
relating to direct financing and leveraged leases on prop-y,ot the same categories of loans are reported net of

erty acquired by the fully consolidated bank holding a2 nedincome in Schedule HC-B, Part |. above.
company for leasing to U.S. addressees (see the Glossary

entry for “domicile”). Definition

Loans and leases restructured and in compliance with
modified terms—For purposes of this item, restructured
Report in column A all outstanding receivable balances loans and leases are those loans and leases whose terms
relating to direct financing and leveraged leases on prop-have been modified, because of a deterioration in the
erty acquired by the fully consolidated bank holding financial condition of the borrower, to provide for a
company for leasing to non-U.S. addressees (see thereduction of either interest or principal, regardless of
Glossary entry for “domicile”). whether such loans and lease are secured or unsecured,
regardless of whether such credits are guaranteed by the
i ) government or by others, and (except as noted in the
Line Item 10 LESS: Any unearned income on following paragraph) regardless of the effective interest
loans reflected in items 1-8 above. rate on such credit€xcludeall loans to individuals for

To the extent possible, the preferred treatment is to reporthousehold, family, and other personal expenditures, and

reporting bank holding company should enter in col- Once an obligation has been restructured because of such
umns A and B of this item, as appropriate, unearned credit problems, it continues to be considered restruc-
income only to the extent that it is included in (i.e., not tured until paid in full or, if the obligation yields a
deducted from) the various loan items (items 1 through market rate, until the year subsequent to the year in
8) of this schedule. If a consolidated bank holding com- which the restructuring takes place.

pany reports each loan item net of unearned income
enter a zero or the word “none.” Report the amount as an
absolute value; do not enclose the amount in parenthese
or use a minus-) sign.

&eport in columns A and B, as appropriate, the sum of
items 1 through 9 less the amount reported in item 10.

Line Item M1 Loans and leases restructured and
in compliance with modified terms.

Include all lease financing receivables of states and
political subdivisions in the U.S.

Line Item 9(b) To non-U.S. addressees (domicile).

'A loan extended or renewed at a stated interest rate equal
fo the current interest rate for new debt with similar risk
Is not considered to have been restructured. Also a loan
to purchasers of “other real estate owned” by the report-
Do not include unearned income on lease financing ing bank holding company for the purpose of facilitating
receivables in this item (deduct from item 9). the disposal of such real estate is not considered a
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restructured loan. For further information, see the Line Item M1(e) Lease financing receivables.

Glossary entry for “troubled debt restructurings. Report in this item all lease financing receivables (corre-

Include in this memoranda section only those restruc- sponds to items 9(a) and 9(b)) that have been restruc-
tured loans and leases that are in compliance with thetured and are in compliance with their modified terms.
modified terms of the restructuring. If such loans and

leases are past due thirty days or more or in nonaccrualbine ltem M1(f) Total.

status, they are to bexcluded from memoranda  Report the sum of memoranda items Mi(a) through
items 1(a) through 1(g) below and reported in the appro- M1(e).

priate item of Schedule HC-H, Past Due and Nonaccrual

Loans and Lease Financing Receivables. For furtherLine Item M1(g) Loans and leases included in
information, see Financial Accounting Standards Board items 1(a), 1(b), and 1(d) extended to non-U.S.
Statement No. 15, “Accounting by Debtors and Creditors addressees.

for Troubled Debt Restructurings” (FASB 15), as
amended by FASB 114, “Accounting by Creditors for
Impairment of a Loan.”

Report the total amount of loans and leases extended to
non-U.S. addressees that have been restructured and are
in compliance with the modified terms. (See the Glossary
The loan and lease categories specified in these itemsentry for “domicile” for a definition of non-U.S.
correspond to the loan and lease category definitionsaddressee.)
specified in items 1 through 10 above.

Line Item M1(h) Loans and lease financing
Line Item M1(a) Loans secured by real estate. receivables restructured and in compliance with

modified terms if the restructured obligation yielded
Report loans secured by real estate (other than those, arket rate at the time of restructuring.

secured by 1 to 4 family residential properties) (corre-

sponds to Schedule HC-B, Part I, item 1, column A) that Include in this item those loans and lease financing
have been restructured and are in compliance with theirreceivables included in Schedule HC-B, Part I, memoran-

modified terms. dum item M1(f) above that yielded a market rate of
interest at the time of restructuring. Restructured loans
Line Item M1(b) Commercial and industrial loans. and lease financing receivables yielding a market rate

. . . upon restructuring need to be disclosed in item M1(f)
Report commercial and industrial loans (corresponds to only during the calendar year in which the restructuring
Schedule HC-B, Part |, items 2(a) and 2(b), column A) 50k place.

that have been restructured and are in compliance with

their modified terms. Line Item M2 Loans to finance commercial real

estate, construction, and land development activities
Line ltem M1(c) Loans to finance agricultural included in Schedule HC-B, Part |, items 2 and 8.c
production and other loans to farmers. above.

Report loans to finance agricultural production and other Report in this item loans to finance commercial and
loans to farmers (corresponds to Schedule HC-B, Part |, residential real estate activities, e.g., acquiring, develop-
item 5, column A) that have been restructured and are ining and renovating commercial and residential real
compliance with their modified terms. estate, that are reported in items 2 and 8(c) above.

Line Item M1(d) All other loans. Such loans generally may include:

Report all other loans not specified above (other than
loans to individuals for household, family, and other
personal expenditures) (corresponds to Schedule HC-B,
Part I, items 3, 4, 7, 8(a), 8(b), and 8(c)) that have been (2) loans made to organizations or individuals 80 per-
restructured and are in compliance with their modified cent of whose revenue or assets are derived from or
terms. consist of real estate ventures or holdings.

(1) loans made for the express purpose of financing real
estate ventures as evidenced by loan documentation
or other circumstances connected with the loan; or
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Excludefrom this item all loans secured by real estate are held for sale. Available-for-sale securities are gener-
that are reported in Schedule HC-B, Part |, items 1(a) ally reported in Schedule HC, item 2(b), and in Sched-
through 1(e) above. ule HC-A, columns C and D. However, a bank holding
company may have certain assets that fall within the
definition of “securities” in FASB Statement No. 115
(i.e., nonrated industrial development obligations) that
the bank has designated as “available-for-sale” which
are reported for purposes of the FR Y-9C in a balance
sheet category other than “Securities” (i.e., “loans and
Line Item M3 Loans and leases held for sale. lease financing receivables”). Loans and leases held for
] o ) sale should be reported in Schedule HC, item 4(a),
Report in this item the carrying value of all loans and «| gans and leases, net of unearned income,” and in

leases that are held for sale and included in Sched-gchedule HC-B, Part | (including Memorandum item 3).
ule HC-B, Part I, above. Loans and leases held for sale

shall be reported at the lower of cost or market value as
of the report date. The amount by which cost exceeds
market value, if any, shall be accounted for as a valuation
allowance. Report the total value of securities issued by the U.S.

Treasury (as defined for Schedule HC-A, item 1, “U.S.

. . Treasury securities”) held for trading (in domestic
Line Item M4 Not applicable. offices).

Also exclude loans to commercial and industrial firms
where the sole purpose for the loan is to construct a
factory or office building to house the company’s opera-
tions or employees.

Line Item 1 U.S. Treasury securities (in domestic
offices).

Part Il. Trading Assets and Liabilities Line ltem 2 U.S. government agency and
corporation obligations (in domestic offices).

General Instructions Report the total value of all obligations of U.S. govern-
ment agencies and corporations (as defined for Sched-
ule HC-A, memorandum item 7, “U.S. government
agency and corporation obligations, excluding mortgage-
backed securities”) held for trading (in domestic offices).

Part 1l of Schedule HC-B is to be completed only by
bank holding companies that have $1 billion or more
in total assets or $2 billion or more in par/notional
amount in off-balance-sheet derivative contracts (as
determined by the sum of Schedule HC-F, Part lll,

items 1(a) through 1(e), columns A through D). Line ltem 3 Securities issued by states and
. _ . political subdivisions in the U.S. (in domestic
Bank holding companies that (a) regularly underwrite or offices).

deal in securities, interest rate contracts, foreign o

exchange rate contracts, other off-balance-sheet comReport the total value of all securities issued by states
modity and equity contracts, other financial instruments, and political subdlws_lons in the Unlyed S_tates (as defined
and other assets for resale (or repurchase), (b) acquire ofor Schedule HC-A, item 3, “Securities issued by states
take positions in such items principally for the purpose @nd political subdivisions in the U.S.") held for trading
of selling in the near term or otherwise with the intent to (in domestic offices). However, for purposes of this item,
resell (or repurchase) in order to profit from short-term Mortgage-backed securities issued by state and local
price movements, or (c) acquire or take positions in such housing authorities should be reported in item 4(c)
items as an accommodation to customers or for otherPelow.

trading purposes shall report in this schedule the value of

such items or positions on the report date. Assets, liabili- Line Item 4 Mortgage-backed securities (in

ties, and other financial instruments held for trading shall domestic offices).

be generally valued at fair value. Report in the appropriate subitem the total value of all

Do not include in this schedule the carrying value of any mortgage-backed securities held for trading (in domestic
available-for-sale securities or of any loans or leases thatoffices).
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Line item 4(a) Pass-through securities issued or through 8. Certificates of deposit and bankers accep-
guaranteed by FNMA, FHLMC, or GNMA. tances held for trading (in domestic offices) should be
included in this line item (see the Glossary entries for
“deposits” and “bankers acceptances” for the defini-
tions of these terms). Exclude revaluation gains on off-
balance-sheet interest rate, foreign exchange rate, equity,
commodity and other contracts (in domestic offices)
(report in item 11(a) below).

Report the total value of all pass-through securities
issued or guaranteed by FNMA, FHLMC, or GNMA (as

defined for Schedule HC-A, memorandum item 8(a)(1),
Pass-through securities “Guaranteed by GNMA,” and

memorandum item 8(a)(2), Pass-through securities
“Issued by FNMA and FHLMC") held for trading (in

domestic offices).
) Line item 10 Trading assets in foreign offices.

Line item 4(b) Other mortgage-backed securities Report the total value of all assets held for trading in
issued or guaranteed by FNMA, FHLMC, or foreign offices. Exclude revaluation gains on off-balance-
GNMA. sheet interest rate, foreign exchange rate, equity, com-

modity and other contracts in foreign offices (report in

Report the total value of all other mortgage-backed secu-item 11(b) below).

rities issued by FNMA, FHLMC, or GNMA (as defined
for Schedule HC-A, memorandum item 8(b)(1), “Other
mortgage-backed securities issued or guaranteed byLine item 11 Revaluation gains on interest rate,

FNMA, FHLMC, or GNMA") held for trading (in foreign exchange rate, equity, commodity and other

domestic offices). contracts.

o Report the amount of revaluation gains (i.e., assets) from
Line item 4(c) All other mortgage-backed the “marking to market” of interest rate, foreign
securities. exchange rate, equity, commodity and other off-balance-

Report the total value of all other mortgage-backed sheet contracts held for trading purposes. Revaluation

securities (as defined for Schedule HC-A, memorandumgains_and losses (i.e., assets and liabilities) from the
item 8(a)(3), “Other pass-through securities,” and “marking to market” (or the “lower of cost or market”)

memorandum items 8(b)(2), “Other mortgage-backed of the reporting bank holding company’s interest rate,
securities,” and 8(b)(3), “All other mortgage-backed foreign exchange rate, equity, comm_odlty and other off-
securities”) held for trading (in domestic offices). balance-sheet contracts executed with the same counter-

party that meet the criteria for a valid right of setoff
contained in FASB Interpretation No. 39 (i.e., those
contracts subject to a qualifying master netting agree-
ment) may be reported on a net basis using this item and
Report the total value of all other debt securities (as item 14 below, as appropriate. (For further information,
generally defined for Schedule HC-A, items 4(a) and see the Glossary entry for “offsetting.”)

5(a), “Debt securities”) held for trading (in domestic

offices). However, for purposes of this reporting item, | ine jtem 11(a) In domestic offices.

any CMOs, REMICs, CMO and REMIC residuals and

stripped mortgage-backed securities issued by non-U.SReport the amount of revaluation gains (i.e., assets) from

government issuers should be reported in item 4(c) the “marking to market” of interest rate, foreign
above. exchange rate, equity, commodity and other off-balance-

sheet contracts held for trading purposes in domestic
offices. To the extent that the bank holding company
performs its “marking to market” of these contracts on a
consolidated basis and nets the resulting revaluation
gains and losses (i.e., assets and liabilities) for other
financial reporting purposes as described in the instruc-
Report the total value of all trading assets (in domestic tion to item 11 above, but cannot readily determine
offices) that cannot properly be reported in items 1 separate asset amounts for its domestic offices and for its

Line item 5 Other debt securities (in domestic
offices).

Line items 6—8 Not applicable.

Line item 9 Other trading assets (in domestic
offices).
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foreign offices, the asset amounts reported in this item Line item 14 Revaluation losses on interest rate,
may include revaluation gains and losses on contractsforeign exchange rate, equity, commodity and other
with the same counterparty in both domestic and foreign contracts.

offices. Report the amount of revaluation losses (i.e., liabilities)

o ) ) from the “marking to market” of interest rate, foreign
Line item 11(b) In foreign offices. exchange rate, equity, commodity and other off-balance-

Report the amount of revaluation gains (i.e., assets) fromsheet contracts held for trading purposes. Revaluation
the “marking to market” of interest rate, foreign 9ains and losses (i.e., assets and liabilities) from the
exchange rate, equity, commodity and other off-balance- ‘Marking to market” (or the “lower of cost or market”)

sheet contracts held for trading purposes in foreign Of the reporting bank holding company’s interest rate,
offices. foreign exchange rate, equity, commodity and other off-

balance-sheet contracts executed with the same counter-
party that meet the criteria for a valid right of setoff
contained in FASB Interpretation No. 39 (i.e., those
Report the sum of items 1 through 11. This amount must contracts subject to a qualifying master netting agree-

Line item 12 Total trading assets.

equal Schedule HC, item 5, “Trading assets.” ment) may be reported on a net basis using this item and
item 11 above, as appropriate. (For further information,
Line item 13 Liability for short positions. see the Glossary entry for “offsetting.”)

Report th,e t_ota.l'gmount of the reporting bank holding Line item 15 Total liabilities.

company’s liabilities resulting from sales of assets that

the reporting bank holding company does not own (see Report the sum of items 13 and 14. This amount must
the Glossary entry for “short position”). equal Schedule HC, item 15, “Trading liabilities.”
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LINE ITEM INSTRUCTIONS FOR THE

Deposit Liabilities in Domestic Offices
of Subsidiary Depository Institutions
of the Bank Holding Company

Schedule HC-C

General Instructions

A complete discussion of deposits is included in the
Glossary entry entitled “deposits.” That discussion

addresses the following topics and types of deposits in

detail:

(1) FDI Act definition of deposits;

(2) demand deposits;

(3) savings deposits;

(4) time deposits;

(5) time certificates of deposit;

(6) time deposits, open account;

(7) transaction accounts;

(8) nontransaction accounts;

(9) NOW accounts;

(10) ATS accounts;

(11) telephone or preauthorized transfer accounts;
(12) money market deposit accounts (MMDAS);
(13) interest-bearing accounts; and

(14) noninterest-bearing accounts.

Additional discussions pertaining to deposits are also
found under separate Glossary entries for the following:

(1) borrowings and deposits in foreign offices;
(2) brokered deposits;
(3) dealer reserve accounts;

(4) hypothecated deposits;

Instructions for Preparation of Reporting Form FR Y-9C
Schedule HC-C March 1997

(5) letters of credit (for letters of credit sold for cash
and travelers’ letters of credit);

(6) overdrafts;
(7) pass-through reserve balances;
(8) placements and takings; and

(9) reciprocal balances.

NOTE: For purposes of this report, IBFs of subsidiary
depository institutions of the reporting bank holding
company are to be treated as foreign offices and their
deposit liabilities should be excluded from this schedule.

Definitions

The term “deposits” is defined in the Glossary and
follows the definition of deposits used in the Federal
Deposit Insurance Act. Reciprocal demand deposits
between the domestic offices of the reporting bank hold-
ing company and the domestic offices of other depository
institutions that are not consolidated on this report are to
be reported net when permitted by generally accepted
accounting principles (GAAP). (See the Glossary entry
for “reciprocal balances”.)

The following arenot reported as deposits:

(1) Deposits received in one office of a depository insti-
tution for deposit in another office of a depository
institution.

(2) Outstanding drafts (including advices or authoriza-

tions to charge the depository institution’s balance in

another depository institution) drawn in the regular
course of business by the reporting depository insti-
tution on other depository institutions, including so-

called “suspense depository accounts” (report as a

deduction from the related “due from” account).

HC-C-1
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3

(4)

®)

(6)

(7)

Trust funds held in the bank’s own trust department

that the bank keeps segregated and apart from its

general assets and does not use in the conduct of its

business.

Deposits accumulated for the payment of personal
loans (i.e., hypothecated deposits), which should be
netted against loans in Schedule HC-B, Part |, Loans
and Lease Financing Receivables.

All obligations arising from assets sold under agree-
ments to repurchase.

Overdrafts in deposit accounts. Overdrafts are to be
reported as loans in Schedule HC-B, Part |, and not
as negative deposits. Overdrafts in a single type of

related transaction accounts (e.g., related demand (

deposits or related NOW accounts, but not a combi-
nation of demand deposit accounts and NOW
accounts) of a single legal entity that are established

3

(4)
(5)

(7

under a bona fide cash management arrangement

by this legal entity are not to be classified as loans
unless there is a net overdraft position in the

accounts taken as a whole. Such accounts are
regarded as, and function as, one account rather than

as multiple separate accounts.

Time deposits sold (issued) by a subsidiary bank of
the consolidated bank holding company that have

been purchased subsequently by a holding company

subsidiary in the secondary market (typically as a
result of the holding company’s trading activities)

to the control accounts of the various deposit cate-
gories on the general ledger.

Credit items not yet posted to deposit accounts that
are carried in suspense or similar nondeposit
accounts and are material in amount. The items
included in such accounts should be reviewed and
material amounts reported in the appropriate bal-
ance sheet accounts.

Escrow funds.

Payments collected by a depository institution sub-
sidiary on loans secured by real estate and other
loans serviced for others that have not yet been
remitted to the owners of the loans.

6) Credit balances resulting from customers’ overpay-

ments of account balances on credit cards and
related plans.

) Funds received or held in connection with checks

or drafts drawn by a subsidiary depository institu-

tion of the reporting bank holding company and

drawn on, or payable at or through, another deposi-
tory institution either on a zero-balance account or
on an account that is not routinely maintained with

sufficient balances to cover checks drawn in the
normal course of business (including accounts
where funds are remitted by a subsidiary depository
institution of the reporting bank holding company

only when it has been advised that the checks or
drafts have been presented).

and have not resold as of the report date. For pur- (8) Funds received or held in connection with travel-

poses of these reports, a holding company (or its

subsidiaries) that purchases a time deposit a subsidi-

ary has issued is regarded as having paid the time

deposit prior to maturity. The effect of the transac-
tion is that the consolidated bank holding company
has cancelled a liability as opposed to having
acquired an asset for its portfolio.

The following are reported as deposits:

(1) Deposits of trust funds standing to the credit of

other banks and all trust funds held or deposited in
any department of a subsidiary depository institu-
tion of the reporting bank holding company other
than the trust department.

(2) Credit items that could not be posted to the indi-

vidual deposit accounts but that have been credited

HC-C-2

€)

(10)

er's checks and money orders sold (but not drawn)
by a subsidiary depository institution of the report-
ing bank holding company, until the proceeds of the
sale are remitted to another party, and funds
received or held in connection with other such
checks used (but not drawn) by a subsidiary deposi-
tory institution of the reporting bank holding com-
pany, until the amount of the checks is remitted to
another party.

Checks drawn by a subsidiary depository institution
of the reporting bank holding company on, or pay-

able at or through, a Federal Reserve Bank or a
Federal Home Loan Bank.

Refundable loan commitment fees received or held
by a subsidiary depository institution of the report-
ing bank holding company prior to loan closing.

Instructions for Preparation of Reporting Form FR Y-9C
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(11) Refundable stock subscription payments received(3) Cashiers’ checks, money orders, or other officers’
or held by the reporting bank holding company checks issued for any purpose including those issued
prior to the issuance of the stock. in payment for services, dividends, or purchases that

are drawn on a consolidated bank subsidiary of the

reporting bank holding company by any of its duly
authorized officers and that are outstanding on the
report date.

In addition, the gross amount of debit items (“throw-

outs,” “bookkeepers’ cutbacks,” or “rejects”) that can-

not be posted to the individual deposit accounts without
creating overdrafts or for some other reason, but which
have been charged to the control accounts of the various(4) Outstanding travelers’ checks, travelers’ letters of
deposit categories on the general ledger, should be cred-  credit, or other letters of credit (less any outstanding
ited to (added back to) the appropriate deposit control drafts accepted thereunder) sold for cash or its

totals and reported in Schedule HC, item 11, “Other equivalent by the consolidated bank holding com-
assets.” pany organization or its agents.

(5) Outstanding drafts and bills of exchange accepted by
Line Item 1 Deposits held in domestic offices of the consolidated bank holding company organization
commercial bank subsidiaries of the reporting bank or its agents for money or its equivalent, including
holding company. drafts accepted against a letter of credit issued for

Report in items 1(a) through 1(e) below deposits held in money or its equivalent.

domestic offices of the commercial bank subsidiaries of () Checks or drafts drawn by, or on behalf of, a non-

the reporting bank holding company that are consoli- .S, office of a subsidiary bank of the reporting bank
dated by the holding company on this report. holding company on an account maintained at a U.S.
For purposes of this item, commercial bank subsidiaries  Office of the bank subsidiary. Such drafts are, for the
cover all banks that file the commercial bank Consoli- Consolidated Financial Statements for Bank Holding
dated Reports of Condition and Income (FFIEC 031- Companies, the same as officers’ checks. This would

include “London checks,” “Eurodollar bills payable
checks,” and any other credit items that the domestic
bank issues in connection with such transactions.

034). Domestic offices are those offices located in the
fifty states of the United States and the District of
Columbia.

If the reporting bank holding company consolidates a ]
subsidiary foreign bank on this report, items 1(a) through Line Item 1(b) NOW, ATS, and other transaction
1(e) must also include deposits held in the U.S. offices of accounts.

such foreign bank subsidiaries. Report in this item all accounts subject to negotiable
orders of withdrawal (i.e., NOW accounts), all ATS
Line Item 1(a) Demand deposits. accounts (that is, accounts subject to automatic transfer

o _ ~ from savings accounts), and all other transaction
Report all demand deposits, including any matured time gccountsexcludingdemand deposits.

or savings deposits that have not automatically been ] ) o
renewed, as defined in the Glossary entry for “deposits.” Other transaction accounts include the following:

Include the following: (1) Accounts (other than MMDASs) that permit third
. . ) ) party payments through automated teller machines
(2) I\!onlnterest—bearmg de_zposns th_at are pa_ly_able imme-  (ATMs) or remote service units (RSUS).
diately on demand or issued with an original matu-

rity of less than seven days, or that are payable with (2) Accounts (other than MMDAs) that permit third
less than seven days notice, or for which the bank  party payments through the use of checks, drafts,
subsidiary does not reserve the right to require at negotiable instruments, debit cards, or other similar

least seven days written notice of an intended items.

withdrawal (3) Accounts (other than MMDAS) if more than three of
(2) Unpaid depositors’ checks that have been certified. the following transactions per calendar month are
Instructions for Preparation of Reporting Form FR Y-9C HC-C-3
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permitted to be made by telephone or preauthorized more than three withdrawals per month for purposes
order or instruction: of transferring funds to another account or for mak-
. . ing a payment to a third party by means of preautho-
(@) payments or transfers to third parties; rized or telephone agreement, order, or instruction.
(b) transfers to another account of the depositor at

the same institution: and (4) Special passbook or statement accounts, such as

“90-day notice accounts,” *“golden passbook
(c) transfers to an account at another depository accounts,” or deposits labeled as “savings certifi-

institution. cates,” that have a specified original maturity of
seven days or more (report as time deposits in
Line Item 1(c) Money market deposit accounts item 1(d) or 1(e) below).
and other savings accounts. (5) Interest accrued on savings deposits but not yet paid
Report in this item all savings deposits held in the or credited to a deposit account (exclude from this

subsidiary commercial banks consolidated in this report ~ Schedule and report in Schedule HC, item 23, “Other
by the reporting bank holding company, other than NOW  liabilities”).
accounts, ATS accounts, or other transaction accounts

that are in the form of savings deposits. Line Item 1(d) Time deposits of less than
Include the following in this item: $100,000.

. Report in this item all time deposits with balances of less
(1) Money market deposit accounts (MMDASs). than $100,000 that are held in domestic offices of the

(2) Savings deposits subject to telephone and preauthocommercial bank subsidiaries of the reporting bank hold-
rized transfers where the depositor is not permitted ing company. This item includes both time certificates
or authorized to make more than three withdrawals of deposit and open-account time deposits with balances
per month for purposes of transferring funds to of less than $100,000, regardless of negotiability or
another account or for making a payment to a third transferability.
party by means of preauthorized or telephone agree-

: . Include the following:
ment, order, or instruction. 9

. . . (1) Time deposits (as defined in the Glossary entry for
(3) Savings deposits subject to no more than three trans- “deposits”), which are deposits with original maturi-

fers per ndwonff[h fotr p?rposles of cove:mg overdrafts ties of seven days or more, that are not classified as
(i.e., overdraft protection plan accounts). transaction accounts and that have balances of less
(4) All other savings deposits that are not classified as  than $100,000.
Lranliactlt_)n accountst(e.g., regular savings and paSSZZ) Interest paid by crediting nontransaction time deposit
ook savings accounts). accounts with balances of less than $100,000.

(5) Interest paid by crediting the savings deposit
accounts defined by paragraphs (1) through (4) in
this item.

Exclude from this item all time deposits with balances of
$100,000 or more (report in item 1(e) below).

Exclude the following from this item: Line Item 1(e) Time deposits of $100,000 or more.

(1) NOW accounts (including “Super NOWs”) and ATS Report in this item all time deposits, including time
accounts (report in item 1(b) above). certificates of deposit and open-account time deposits
with balances of $100,000 or more, regardless of nego-
tiability or transferability that are held in the commercial
bank subsidiaries of the reporting bank holding company.

(2) Overdraft protection plan accounts that permit more
than three transfers per month (report in item 1(a) as
a demand deposit).

(3) Savings deposits subject to telephone or preautho-InCIUde the following:

rized transfer (report in item 1(b) above), unless the (1) Time deposits (as defined in the Glossary entry for
depositor is not permitted or not authorized to make “deposits”), which are deposits with original maturi-
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ties of seven days or more, that are not classified asLine Item 2(a) Noninterest-bearing balances.
transaction accounts and that have balances of

$100.000 or more. Report all noninterest-bearing deposits, including any

matured time or savings deposits that have not automati-
(2) Interest paid by crediting nontransaction time deposit clly been renewed, as defined in the Glossary entry for
accounts with balances of $100,000 or more. “deposits,” that are held in domestic offices of “other
depository institutions” that are subsidiaries consoli-
Include in this item brokered deposits issued to brokers dated on the reporting bank holding company’s financial
or dealers in the form of large ($100,000 or more) statements. Include any deposit account on which the
certificates of deposit, regardless of whether the under-issuing depository institution pays no compensation.
lying depositors’ shares are in denominations of less than
$100,000. Line Item 2(b) NOW, ATS, and other transaction

Exclude from this item time certificates of deposit with 2°¢°U"™S:

balances of less than $100,000 (report in item 1(d)). Report in this item all accounts subject to negotiable

. K holdi . hould includ . orders of withdrawal (i.e., NOW accounts), all ATS
NOTE: Bank holding companies should include as time .. nts (that is, accounts subject to automatic transfer

deposits of their commercial bank subsidiaries of ¢gm savings accounts), and all other transaction

$100,000 or more those time deposits originally issued in ccounts that are held in domestic offices of the “other
denominations of less than $100,000 but that, because ofyenository institution” subsidiaries of the reporting bank

interest paid or credited, or because of additional depos-pg|ding company.

its, now have a balance of $100,000 or more. ] ) ,

Other transaction accounts include the following:

(1) Accounts (other than MMDASs) that permit third
party payments through automated teller machines
(ATMs) or remote service units (RSUSs).

(2) Accounts (other than MMDASs) that permit third
party payments through the use of checks, drafts,
negotiable instruments, debit cards, or other similar
items.

Report in items 2(a) through 2(e) below deposits held in 3y Accounts (other than MMDAS) if more than three of
domestic offices of other depository institutions that are the following transactions per calendar month are

subsidiaries of t_he reporting bank holding company an_d permitted to be made by telephone or preauthorized
that are consolidated by the holding company on this order or instruction:

Line Item 2 Deposits held in domestic offices of
other depository institutions that are subsidiaries of
the reporting bank holding company.

NOTE: Items 2(a) through 2(e) are to be completed only
by bank holding companies that have depository institu-
tions other than banks as subsidiaries.

report.

port o ] o (a) payments or transfers to third parties;
For purposes of this item, other depository institutions )
cover depository institutions other than commercial (b) transfers to another account of the depositor at
banks (as defined in item 1 of this schedule) that are the same institution; and
consolidated subsidiaries of the reporting bank holding (c) transfers to an account at another depository
company. Such depository institutions may include sav- institution.

ings and loan or building and loan associations, deposi-

tory trust companies, or other institutions that accept Line Item 2(c) Money market deposit accounts
deposits that do not submit the commercial bank Reportsand other savings accounts.

of Condition and Income (FFIEC 031-034). R . o . . .

eport in this item all savings deposits held in the
Exclude Edge and Agreement Corporations from the subsidiary depository institutions (other than commercial
coverage of “other depository institutions” for purposes banks) consolidated in this report by the reporting bank
of this item. Domestic offices are offices are located in holding company, other than NOW accounts, ATS
the fifty states of the United States and the District of accounts, or other transaction accounts that are in the
Columbia. form of savings deposits.
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Include in this item the following: time certificates of deposit and open-account time depos-

its with balances of less than $100,000, regardless of

negotiability or transferability.

(2) S_avmgs deposits subject to telephone and prea_utho—Include the following:
rized transfers where the depositor is not permitted
or authorized to make more than three withdrawals (1) Time deposits (as defined in the Glossary entry for
per month for purposes of transferring funds to “deposits”), which are deposits with original maturi-
another account or for making a payment to a third ties of seven days or more, that are not classified as
party by means of preauthorized or telephone agree-  transaction accounts and that have balances of less
ment, order, or instruction. than $100,000.

(1) Money market deposit accounts (MMDAS).

(3) Savings deposits subject to no more than three trans-{2) Interest paid by crediting nontransaction time deposit
fers per month for purposes of covering overdrafts accounts with balances of less than $100,000.

(i.e., overdraft protection plan accounts). Exclude from this item all time deposits with balances of

(4) All other savings deposits that are not classified as $100,000 or more (report in item 2(e) below).
transaction accounts (e.g., regular savings and pass-

book savings accounts).
g ) Line ltem 2(e) Time deposits of $100,000 or more.

(5) Interest paid by crediting the savings deposit
accounts defined by paragraphs (1) through (4) in
this item.

Report in this item all time deposits, including time
certificates of deposit and open-account time deposits
with balances of $100,000 or more, regardless of negotia-
Exclude from this item the following: bility or transferability that are held in depository institu-

(1) NOW accounts and ATS accounts (report in item tions (other than commercial banks) that are subsidiaries
2(b) above). of the reporting bank holding company.

(2) Overdraft protection plan accounts that permit more Include the following:

than three transfers per month (report in item 2(a) as (1) Time deposits (as defined in the Glossary entry for
noninterest-bearing balances). “deposits”), which are deposits with original maturi-
ties of seven days or more, that are not classified as

rized transfer (report in item 2(b) above), unless the transaction accounts and that have balances of
depositor is not permitted or not authorized to make $100,000 or more.

more than three withdrawals per month for purposes (2) Interest paid by crediting nontransaction time deposit
of transferring funds to another account or for mak- accounts with balances of $100,000 or more.

ing a payment to a third party by means of preautho-
rized or telephone agreement, order, or instruction.

(3) Savings deposits subject to telephone or preautho-

Include in this item brokered deposits issued to brokers
or dealers in the form of large ($100,000 or more)
(4) Interest accrued on savings deposits but not yet paidcertificates of deposit, regardless of whether the under-
or credited to a deposit account (exclude from this lying depositors’ shares are in denominations of less than
schedule and report in Schedule HC, item 23, “Other $100,000.
liabilities”). Exclude from this item time certificates of deposit with
balances of less than $100,000 (report in item 2(d)).

;T(?olgeorg 2(d)  Time deposits of less than NOTE.: Bank h_oIding compal_wies §hogld_include as time

e deposits held in their depository institution subsidiaries
Report in this item all time deposits with balances of less (other than commercial banks) with balances of $100,000
than $100,000 that are held in domestic offices of “other or more, those time deposits originally issued in denomi-
depository institutions” (other than commercial banks), nations of less than $100,000 but that, because of interest
as defined in item 2 above that are subsidiaries of thepaid or credited, or because of additional deposits, now
reporting bank holding company. This item includes both have a balance of $100,000 or more.
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Memoranda subsidiaries of the reporting bank holding company.
Remaining maturity is the amount of time remaining
Line Item M1 Brokered deposits of less than from the report date until the final contractual maturity of
$100,000 with a remaining maturity of one year or a brokered deposit. See the Glossary entries for “Bro-
less. kered deposits” and “Brokered retail deposits” for addi-

s L . tional information.
Report in this item those brokered deposits included in

items 1 or 2 above that are issued in denominations of
less than $100,000 with a remaining maturity of one year Line ltem M3 Time deposits of $100,000 or more
or less and are held in domestic offices of commercial with a remaining maturity of one year or less.
banks or other depository institutions that are subsidi-
aries of the reporting bank holding company. Remaining
maturity is the amount of time remaining from the report
date until the final contractual maturity of a brokered
deposit. See the Glossary entries for “Brokered depos-
its” and “Brokered retail deposits” for additional

Report in this item time deposits included in items 1(e)

and 2(e) above that are issued in denominations of
$100,000 or more with a remaining maturity of one year

or less. Remaining maturity is the amount of time

remaining from the report date until the final contractual

maturity of a time deposit.

information.

Line Item M2 Brokered deposits of less than Line Item M4 Foreign office time deposits with a
$100,000 with a remaining maturity of more than remaining maturity of one year or less.

one year.

Report all time deposits in foreign offices with remaining
Report in this item those brokered deposits included in maturities of one year or less. Remaining maturity is the
items 1 or 2 above that are issued in denominations of amount of time remaining from the report date until the
less than $100,000 with a remaining maturity of more final contractual maturity of a time deposit. The time
than one year and are held in domestic offices of com- deposits included in this item will also have been
mercial banks or other depository institutions that are included in Schedule HC, item 13(b)(2).
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LINE INSTRUCTIONS FOR

Interest Sensitivity
Schedule HC-D

General Instructions The assets and liabilities included in this schedule should

be reported without regard to the instruments’ repayment
Schedule HC-D requests information related to interest schedules, by remaining maturity for transactions with
rate sensitivity. fixed or predetermined rates, and by repricing frequency

Inf tion f | lected ¢ d liabilities i for transactions with floating or adjustable rates. (See
nformation for only selected assets and liabilities is .¢nitions of terms below.)

requested in this schedule. The schedule does not pro- _ _ .
vide, nor is it intended to provide, a comprehensive view Alternatively, the bank holding company may, at its
of the interest rate sensitivity position of the reporting option:

bank holding company. (1) continue to report its floating rate transactions by

The information reported on this schedule must be the earliest repricing opportunity if its records pro-
consolidated on the same basis as the rest of the Consoli- vide repricing data on the length of time between
dated Financial Statements for Bank Holding Compa- the report date and the date the rate can next change;
nies. However, bank holding companies that have foreign ~ and

subsidiaries or subsidiaries with more than one office in
foreign countries (including offices of consolidated ©
foreign subsidiaries but excluding “shell” branches,
excluding offices in Puerto Rico or U.S. territories and
possessions, and excluding IBFs) have the option of
excluding the smallest of such non-U.S. offices from However, the reporting bank holding company must
coverage in this schedule. Such bank holding companiesapply either the first procedure in reporting this schedule
may exclude the smallest of their offices in foreign or the alternate procedure but it must apply one proce-
countries (other than “shell” branches) when arrayed dure consistently for every transaction reported on this
by total assets provided that the assets of the excludedschedule.

offices do not exceed 50 percent of the total assets of the

bank holding company’s offices (excluding “shells”) in

foreign countries and do not exceed 10 percent of the Definitions

total consolidated assets of the reporting bank holding
company as of the report date. (Note: In determining the
total assets of offices in foreign countries eligible for
exclusion from this schedule, bank holding companies
should exclude not only “shell” branches but also offices
in Puerto Rico and U.S. territories and possessions,A predetermined interest ratés a rate that changes
domestic offices of Edge and Agreement subsidiaries, during the term of the instrument on a predetermined
and IBFs even though these are sometimes referred to adasis, with the exact rate of interest over the life of the
“foreign” offices. Also, the asset totals for all offices in instrument known with certainty to both the borrower
foreign countries should be the component of the total and the lender when the instrument is acquired.
consolidated assets, i.e., should exclude all intracompanyExamples of predetermined-rate transactions are as
transactions.) follows:

continue to report its multipayment transactions on
the basis of the scheduled contractual payments if its
records provide repricing data on the basis of these
scheduled contractual payments.

A fixed interest rateis a rate that is specified at the
origination of the transaction, is fixed and invariable
during the term of the instrument, and is known to both
the borrower and the lender.

Instructions for Preparation of Reporting Form FR Y-9C HC-D-1
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Schedule HC-D

(1) Loans that carry a specified interest rate, for, say, six funds sold and securities purchased under agreements to
months and thereafter carry a rate equal to a specificresell, and loans and leases. Assets in these categories

percentage over the initial rate.

that are in nonaccrual status should decludedfrom

earning assets.

(2) Loans that carry a specified interest rate while the

loan amount is below a certain threshold amount but Exclude trading account assets and equity securities.
carry a different specified rate above that threshold Report in this item the following:

(e.g., a line of credit where the interest rate is 14%

when the unpaid balance of amounts advanced is(1) Earning assets that have a fixed or predetermined

$100,000 or less, and 12% when the unpaid balance
is more than $100,000).

A floating or adjustable interest rafis a rate that varies,

or can vary, in relation to an index, to some other interest
rate, such as the rate on certain U.S. government securi-
ties or the bank’s “prime rate,” or to some other variable
criterion the exact value of which cannot be known in
advance. Therefore, the exact rate the instrument carries
at any subsequent time cannot be known at the time of
origination. If the interest rate can float or be adjusted
daily, the rate is considered immediately adjustable, even

if the rate is not, in fact, changed. )

For purposes of this schedule, when the rate on an
instrument with a floating or adjustable rate can no
longer float because it has reached a floor or ceiling
level, the instrument is to be treated as “fixed rate”

rather than as “floating rate” until the rate is again free

to float.

Remaining maturityis the amount of time remaining
from the report date until the final contractual maturity of
the instrumenwithout regard to the instruments repay-
ment schedule, if any.

Repricing frequency is how often the contract permits
the interest rate on an instrument to be changed (e.g.,
daily, monthly, quarterly, semiannually, annually) with-
out regard to the length of time between the report date
and the date the rate can next change.

Line ltem 1 Earning assets that are repriceable
within one year or mature within one year.

Report all assets that the consolidated bank holding
company considers earning assets that have a remaining
maturity of less than one year or where the repricing
frequency is less than one year.

interest rate and that haveramaining maturityof
less than one year.

Note, however, bank holding companies with multi-
payment fixed rate earning assetsy continue to
report the dollar amount of scheduled contractual
payments that are to be repaid in less than one year
in this item even though the remaining maturity of
the assets is one year or more provided all multipay-
ment transactions are reported in this manner. (See
general instructions for this schedule.)

Earning assets that have a floating or variable rate
contract that permits the interest rate on the asset to
change more often than once a year, i.e., has a
repricing frequency of less than one year (even

though the remaining maturity on the assets may be
one year or more).

Note, however, bank holding companies whose
records provide repricing data on the length of time
between the report date and the date the rate can next
change (i.e., by earliest repricing opportunitypy
continue to reporin this item the dollar amount of
floating rate earning assets with an earliest repricing
opportunity of less than one year, even though the
repricing frequency is one year or more, provided all
floating rate transactions are reported on this sched-
ule in this manner. If a holding company chooses to
report its floating rate earning assets by the earliest
repricing opportunity, it should report in this item the
dollar amount of the contractual payments on its
multipayment floating rate earning assets that are
scheduled to be repaid within one year even if the
earliest repricing opportunity and the repricing fre-
guency is one year or more. (See general instructions
for this schedule.)

Included in this item, if the repricing frequency or

Earning assets generally include interest-bearing bal-remaining maturity are less than one year, are the
ances due from depository institutions, securities, federalfollowing:

HC-D-2
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Schedule HC-D

(1) Leases, net of unearned income, as fixed rate (8) Floating rate loans on which the borrower has the

&)

3

)

®)

(6)

@)

Instructions for Preparation of Reporting Form FR Y-9C

instruments.

Note, however, holding companies may continue to
report the change in the book value of the lease

payments that are to be repaid in less than one year, (9)

net of unearned income provided they are reporting
on this schedule using the alternate procedure
described in the general instructions to this sched-
ule. Any estimated residual value included in the

option at each repricing date to choose the next
repricing date, in accordance with the repricing
option currently in effect as of the report date.

Debt securities, without regard to their call date
unlessthe security has actually been called. When
fixed rate debt securities have been called, they
should be reported on the basis of the time remain-
ing until the call date.

net book value should be reported if the final lease
payment is scheduled to be made in less than one
year.

(10) Mortgage pass-through certificates (such as those
issued by the Government National Mortgage
Association (GNMA), the Federal Home Loan
Mortgage Corporation (FHLMC), certain banks and
savings and loan associations, and securities deal-
ers) and all Small Business Administration (SBA)
“Guaranteed Loan Pool Certificates.”

All demand loans made solely on a demand basis
(i.e., without an alternate maturity date or without
repayment terms).

Demand loans that have an alternate maturity date , ] o
or repayment terms, as fixed or floating rate instru- (11) Fixed rate collateralized mortgage obligations

ments, on the basis of the alternate maturity date. (CMOs) and similar instruments on the basis of the
time remaining until the stated final maturity of the

instrument, not the projected final maturity or
weighted average life of the instrument.

Credit cards and related plans with floating or
adjustable rates (e.g., where the rate varies, or can

vary, each billing cycle). Where the bank holding . ) )
company in its contract with the borrower simply (12) Debt securities that provide the consolidated bank

reserves the right to change the interest rate on a holding company with the option to redeem them at

credit card or related plan, the plan should not be one or more specified dates prior to their contrac-

considered to have a floating or adjustable rate. tual maturity date, so-called “put bonds,” on the
basis of earliest “put” date for bonds.

Credit cards and related plans with fixed or prede-

termined rates are to excludedrom this item. (13) Zero coupon debt securities, as fixed rate debt

securities.
Amortizing fixed rate mortgage loans that implic-
itly permit rate adjustments by having the note
mature at the end of an interval shorter than the
term of the amortization schedule unless the hold-
ing company made no promise to refinance the Report in this item all interest-bearing deposit liabilities
loan, as a floating rate instrument. that have a time remaining to maturity of less than one
) . ) _year and any other interest-bearing deposit liabilities that
Student loans whose interest rate is adjusted peri-haye a repricing frequency of less than one year (regard-
odically by the U.S. government by means of inter- |ess of the remaining maturity), without regard to sched-
est payments that include an amount of “additional yjed contractual payments on deposits with multiple
interest,” as floating rate instruments. maturities. The amount reported in this item should be
included in Schedule HC, item 13(a)(2), “Interest-
bearing deposits in domestic offices,” and item 13(b)(2),
“Interest-bearing deposits in foreign offices.”

Line Item 2 Interest-bearing deposit liabilities that
reprice within one year or mature within one year.

Loans secured by real estate that are held by the
holding company or its subsidiaries for sale and

delivery to the Federal National Mortgage Associa-

tion or other secondary market participants under Do not report deposits in domestic offices classified as
the terms of a binding commitment, on the basis of demand or savings accounts (including money market
the delivery date specified in the commitment. deposit accounts and all NOW accounts).

HC-D-3
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Schedule HC-D

Note, however, bank holding companies choosing to (1) the dollar amount of floating or variable rate long-
continue to report their multi-maturity deposits on the term debt that can beepriced in less than one year
basis of their scheduled contractual payments and their  even if few, if any, of the contractual payments are
floating rate deposits by earliest repricing opportunity scheduled to be repaid within one year. If the multi-
should report in this item the following: payment debt has some contractual payments sched-
uled to be repaid within one year, but cannot be
repriced for one year or more, include the dollar

if any, of the contractual payments are scheduled to ~ @mount of the contractual payments to be repaid
be repaid within one year. If the deposits have mul- within one year. (See general instructions for this
tiple maturities and have some contractual payments ~ Schedule))

scheduled to be repaid within one year, but cannot be( )
repriced for one year or more, include the dollar
amount of the contractual payments to be repaid
within one year. (See general instructions for this
schedule.)

(1) the dollar amount of floating or variable rate deposits
that can beepricedin less than one year even if few,

the dollar amount of the scheduled contractual pay-

ments that are to be repaid in less than one year if the

long-term debt has fixed or predetermined rates. (See

general instructions for this schedule.)

(2) the dollar amount of the scheduled contractual pay- _Excludefrom this item commercial paper, dema‘?d notes
issued to the U.S. Treasury, and other borrowings that

ments that are to be repaid in less than one year if the o )
P y had a remaining maturity of one year or less (Sched-

deposits have fixed or predetermined rates. (See gen- i .
erallal instructions for thigschedule.) ( g ule HC, items 16 and 17), mortgage indebtedness and

obligations under capitalized leases with a remaining
maturity of more than one year that is reported in Sched-
ule HC, item 18, and limited-life preferred stock reported

in Schedule HC, item 21.

Line ltem 3 Long-term debt that reprices within
one year included in items 18, 20(a), 20(b), and 21
on Schedule HC, Balance Sheet.

Report debt issued by the consolidated bank holding

company that has a remaining maturity of more than one Line Item 4 Variable rate preferred stock

year but that has a repricing frequency of less than a(includes both limited-life and perpetual preferred
year. stock).

Include as long-term debt the following: Report the total amount outstanding of both limited-life
(reported in Schedule HC, item 21), and perpetual pre-
ferred stock that has a floating or adjustable rate (as
defined above).

(1) Other borrowed money with a remaining maturity of
more than one year reported in Schedule HC, item
18 (excluding mortgage indebtedness and obliga-
tions under capitalized leases reported on Schedule(See the Glossary entry for “preferred stock,” for a
HC, item 18); definition of limited-life or perpetual preferred stock.)

(2) Mandatory convertible securities (Schedule HC,

items 20(a) and 20(b)); and Line Item 5 Long-term debt reported in

(3) Subordinated notes and debentures reported inSchedule HC, items 20(a), 20(b), and 21 on the
Schedule HC, item 21ekcluding limited-life pre- Balance Sheet that is scheduled to mature within
ferred stock and related surplus reported in Sched-o0ne year.

ule HC, item 21). Report all debt issued by the consolidated bank holding
Note, however, bank holding companies choosing to company and reported in Schedule HC, item 20(a),
continue to report their long-term debt that can be repaid “Equity contract notes, gross,” item 20(b), “Equity com-
in more than one payment on the basis of their scheduledmitment notes, gross,” and item 21, “Subordinated notes
contractual payments and their floating rate long-term and debentures,” that is scheduled to mature within one
debt by earliest repricing opportunity should report the year, regardless whether the debt has fixed or floating
following in this item: rates.
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Schedule HC-D

Include in this item the amount of such debt issued by when the debt is scheduled to mature in more than one
the consolidated bank holding company that is redeem-year.
able at the option of the holder within one year, even
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LINE ITEM INSTRUCTIONS FOR

Quarterly Averages
Schedule HC-E

General Instructions of unearned income, in both domestic and foreign offices

. . of the reporting bank holding company (as defined for
Report for the items on this schedule the average of thegchequle HC-B. Part I. items 1 through 10).

balances as of the close of business for each day for the
calendar quarter or an average of the balances as of theL
close of business on each Wednesday during the calendar
quarter. For days that the bank holding company (or any Report the quarterly average for those assets that the
of its consolidated subsidiaries or branches) is closedbank holding company considers earning assets. Earning
(e.g., Saturdays, Sundays, or holidays), use the amoun@ssets generally include interest-bearing balances due
outstanding from the previous business day. An office is from depository institutions (as defined for Schedule HC,
considered closed if there are no transactions posted totem 1(b)); securities (as defined for Schedule HC,
the general ledger as of that date. item 2); federal funds sold and securities purchased
under agreements to resell (as defined for Schedule HC,
Assets item 3); loans and Ieasesz net of unearned income (as
defined for Schedule HC, item 4(a)); and trading assets
Line Item 1 Securities. (as defined for Schedule HC, item 5). Assets in these
d categories that are in nonaccrual status may be included
in earning assets. When calculating the quarterly average
of earning assets for purposes of this schedule, report
all held-to-maturity and available-for-sale securities at
amortized cost (or historical cost for equity securities).

ine Iltem 4 Earning assets.

Report the quarterly average for the fully consolidate
bank holding company’s holdings of securities. When
calculating quarterly averages for securities (not held for
trading) for purposes of this schedule, report the quar-
terly average amortized cost (or historical cost for equity
securities) for both held-to-maturity and available-for-
sale securities. Securities consist of U.S. Treasury an
U.S. Government agency and corporation obligations Report the quarterly average for the fully consolidated
(as defined for Schedule HC-A, items 1 and 2), state bank holding company’s total assets (as defined for
and local securities (as defined Schedule HC-A, item 3), Schedule HC, item 12, “Total assets”). When calculat-

U.S. securities (as defined for Schedule HC-A, item 4), ing the quarterly average total consolidated assets for
and foreign securities (as defined for Schedule HC-A, purposes of this schedule, reflect all debt securities (not

dLine ltem 5 Total consolidated assets.

item 5). held for trading) at amortized cost, available-for-sale

equity securities with readily determinable fair values
Line Item 2 Federal funds sold and securities at the lower of cost or fair value, and equity securities
purchased under agreements to resell. without readily determinable fair values at historical

Report the quarterly average for federal funds sold and cost. In addition, to the extent that net deferred tax assets
included in the bank holding company’s total assets, if

securities purchased under agreements to resell (aé ! ;
defined in Schedule HC, item 3). any, include the deferred tax effects of any unrealized

holding gains and losses on available-for-sale debt
securities, these deferred tax effects may be excluded
from the determination of the quarterly average for total

Report the quarterly average for all loans and leases, nettonsolidated assets. If these deferred tax effects are

Line Item 3 Loans and leases.
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excluded, this treatment must be followed consistently and securities sold under agreements to repurchase (as

over time. defined in Schedule HC, item 14).
Liabilities Line Item 9  All other borrowed money.
Line Item 6 Interest-bearing deposits (domestic). Report the quarterly average for the fully consolidated

. . bank holding company’s other borrowed money (as
Report the quarterly average for all interest-bearing defined for Schedule HC, items 16, 17, and 18)
deposits held in domestic offices of depository institu- ’ B '

tions that are consolidated subsidiaries of the bank hold-Included are commercial paper, other borrowed money
ing company or of its subsidiaries. Include all time and with a remaining maturity of one year or less, and other
savings deposits in domestic offices (as defined for borrowed money with a remaining maturity of more than

Schedule HC-C, items 1(b) through 1(e) and items 2(b) one yeatr.

through 2(e)).

_ _ _ _ Line Item 10 Not applicable.
Line Item 7 Interest-bearing deposits (foreign).

Report the quarterly average for interest-bearing depositsLine Item 11 Equity capital (excludes limited-life
in foreign offices of depository institutions that are preferred stock).

consolidated subsidiaries of the reporting bank holding
company, Edge and Agreement subsidiaries, and IBFs
(as defined for Schedule HC, item 13(b)(2), “Interest-

bearing”).

Report the quarterly average for the fully consolidated
bank holding company’s equity capital (as defined for
Schedule HC, item 27(i)). For purposes of this schedule,|
deduct net unrealized losses on marketable equity securi-
ties and exclude other net unrealized gains and losses on
available-for-sale securities, and accumulated net gain
(losses) on cash flow hedges when calculating avera91
Report the quarterly average for federal funds purchasedequity capital.

Line Item 8 Federal funds purchased and
securities sold under agreements to repurchase.
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LINE ITEM INSTRUCTIONS FOR

Off-Balance-Sheet Iltems
Schedule HC-F

General Instructions advances to farmers under prearranged lines of credit,
) ) . rotating or revolving credit arrangements, including retalil
Report on a fully consolidated basis the following creqit card, check credit, and related plans, or similar

selected commitments, contingencies, and other itemsyansactions. Forward agreements and commitments to
that are not reportable as part of the balance sheet of thgsg;e a commitment at some point in the future are to be
Consolidated Financial Statements for Bank Holding reported in this item.

Companies Exclude from this schedule contingencies - _ ' N o
arising in connection with litigation. In addition, include revolving underwriting facilities

(RUFs), note issuance facilities (NIFs), and other similar
arrangements. These are facilities under which a bor-
Part I. Loan commitments and letters of rower can issue on a revolving basis short-term paper in
credit its own name, but for which the underwriting banks have
a legally binding commitment either to purchase any
notes the borrower is unable to sell by the roll-over date
Report in the appropriate subitem the unused portions ofOr to advance funds to the borrower.
commitments that obligate the reporting bank holding
company or its consolidated subsidiaries to extend creditLine Item 1(a) Revolving, open-end loans secured
in the form of loans or participations in loans, lease by 1-4 family residential properties, e.g., home
financing receivables, or similar transactions. Report the equity lines.
unused portions of all credit card lines in item 1(c).
Report in items 1(a), 1(b), 1(d) and 1(e) the unused
portion of commitments for which the consolidated bank
holding company has charged a commitment fee or other
considerationpr otherwise has a legally binding com-
mitment. Such commitments are to be reported in the
appropriate subitem regardless of whether they contain
“material adverse change” clauses or other provisions .
that are intended to relieve the issuer of its funding Line Item 1(b) Commercial real estate,
obligations under certain conditions and regardless of construction, and land development.
whether they are unconditionally cancelable at any time.
In the case of commitments for syndicated loans, reportLine Item 1(b)(1) Commitments to fund loans
only the consolidated bank holding company’s propor- secured by real estate.
tional share of the commitments. Unused commitments
are to be reported gross, that is, including any commit-
ments acquired from others and any portions of commit-
ments conveyed to others.

Line ltem 1 Unused commitments.

Report the unused portion of commitments to extend
credit under revolving, open-end lines of credit secured
by 1 to 4 family residential properties. These lines,
commonly known as home equity lines, are typically
secured by a junior lien and are usually accessible by
check or credit card.

Report the unused portion of commitments to extend
credit for the specific purpose of financing commercial

and multifamily residential properties (e.g., business and
industrial properties, hotels, motels, churches, hospitals,
Includeloan proceeds that the consolidated bank holding and apartment buildings), provided that such com-
company is obligated to advance, such as loan draws,mitments, when funded, would be reportable as either
construction progress payments, seasonal or livingloans secured by multifamily residential properties in
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Schedule HC-B, Part I, item 1(d), or loans secured by Line Item 1(c) Credit card lines.

”O”farfn nonresidential properties in Schedule HC-B, Report the unused portion of all commitments to extend
Part|, item 1(e). credit both to individuals for household, family, and
Also include the unused portions of commitments to other personal expenditures and to commercial or indus-
extend credit for the specific purpose of acquiring com- trial enterprises through credit cards. Exclude home
mercial real estate, financing land development (i.e., theequity lines accessible through credit cards. Bank hold-
process of improving land—laying sewers, water pipes, ing companies may report unused credit card lines as of
etc.) preparatory to erecting new structuoeshe on-site  the end of their customers’ last monthly billing cycle
construction of industrial, commercial, residential, or prior to the report date or as of the report date.

farm buildings,providedthat such commitments, when

funded, would be reportable as loans secured by realLine Item 1(d) Securities underwriting.

estate in Schedule HC-B, Part I, item 1(a). For this item,
“construction” includes not only construction of new
structures, but also additions or alterations to existing
structures and the demolition of existing structures to
make way for new structures. Alsmcludein this item

loan proceeds the bank is obligated to advance as con- . .
struction progress payments. Line ltem 1(e) Other unused commitments.

Do not include general lines of credit that a borrower, at Report the unused portion of all other commitments not

its option, may draw down to finance construction and reportable above. Include commitments to extend credit
land development. (Report this in item 1(b)(2)). through overdraft facilities or commercial lines of credit

and retail check credit and related plans. Also include
commitments to purchase securities or other assets.

Report the unsold portion of the reporting bank holding
company’s own takedown in securities underwriting
transactions on a consolidated basis. Include NIFs and
RUFs in this item.

Line Item 1(b)(2) Commitments to fund loans not Line Item 2 Standby letters of credit and foreign
secured by real estate. office guarantees.

Report in this item the unused portions of all commit- Report the amount outstanding and unused as of the
ments to extend credit for the specific purpose of financ- report date of all standby letters of credit (and all legally
ing commercial and residential real estate activities, e.g.,binding commitments to issue standby letters of credit)
acquiring, developing and renovating commercial and issued by any office of the bank holding company or its
residential real estate provided that when funded theyconsolidated subsidiaries (see the Glossary entry for
would be reported in Schedule HC-B, Part I, items 2 “letter of credit” for the definition of standby letter of
through 8. Include in this item loan proceeds that the credit). Also, include all guarantees issued by foreign
bank holding company or its consolidated subsidiaries offices of the reporting bank holding company pur-
are obligated to advance as construction progresses.  suant to Section 211.3(b)(1) of Federal Reserve Regula-
tion K or Section 347.3(c)(1) of the FDIC Rules and
Regulations.

(1) commitments to extend credit for the express pur- Originating bank holding companies (or their subsidi-
pose of fin_ancing rez_:ll estate ventures as evidencedaries) must report in item 2(a) the full amount out-
by underlying commitment documentation or other standing and unused of standby letters of credit in
circumstances connected with the commitment; or  which participations have been conveyed to others where

(a) the originating and issuing bank holding company is

dobligated to pay the full amount of any draft drawn under

the terms of the standby letter of credihd (b) the
participating companies have an obligation to partially or

Excludeany commitments that when funded would be wholly reimburse the originating bank holding company,

reported in Schedule HC-B, Part |, item 1. either directly in cash or through a participation in a loan

Such commitments generally may include:

(2) commitments made to organizations or individuals
80 percent of whose revenue or assets are derive
from or consist of real estate ventures or holdings.
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to the account party. Originating bank holding compa- of the amount received. (Report the liability for
nies (or their subsidiaries) also must report the amount of letters of credit issued for money or its equivalent as
standby letters of credit conveyed to others through deposits).

participations in Part I, item 2(b). Bank holding compa-
nies participating in such arrangements must report in
item 2(a) the full amount of their contingent liabilities to
participate in such standby letters of credit without
deducting any amounts that they may have reparticipated
to others. Participating bank holding companies also Line ltem 2(a) Standby letters of credit
must report the amount of interest in such transactionsoutstanding.

they have reparticipated to others, if any, in item 2(b).
Also include those standby letters of credit that are
collateralized by cash on deposit. Report the amount of standby letters of credit and for-
eign office guarantees (as defined in item 2) to U.S.
addressees. The distinction between U.S. addressees and
non-U.S. addressees is determined by the domicile of the
account party, not the domicile of the beneficiary. (See
the Glossary entry for “domicile.”)

(3) Signature or endorsement guarantees of the type
associated with the clearing of negotiable instru-
ments or securities in the normal course of business.

Line Item 2(a)(1) To U.S. addressees (domicile).

For syndicated standby letters of credit where each bank
holding company has a direct obligation to the benefi-
ciary, each holding company must report only its share
in the syndication. Similarly, if several organizations
participate in the issuance of a standby letter of credit
under a bona fide binding agreement that provides that
(a) regardless of any event, each participant shall be
liable only up to a certain percentage or to a certain Report the amount of standby letters of credit and for-
amountand (b) the beneficiary is advised and has agreed eign office guarantees (as defined in item 2) to non-U.S.
that each participating organization is only liable for a addressees. The distinction between U.S. addressees and
certain portion of the entire amount, each bank holding non-U.S. addressees is determined by the domicile of the
company shall report only its proportional share of the account party, not the domicile of the beneficiary. (See
total standby letter of credit. the Glossary entry for “domicile.”)

For a standby letter of credit that is in turn backed by a _
standby letter of credit issued by another institution, each Line Item 2(b) ~ Amount of standby letters of credit
bank holding company must report the entire amount of conveyed to others through participations.

the standby letter of credit it has issued in Part |, Report that portion of the consolidated bank holding

item 2(a). The amount of the reporting bank holding company’s total contingent liability for standby letters of

company’s standby letter of credit that is backed by the cregit reported in items 2(a)(1) and 2(a)(2) that the
other institution’s standby letter of credit must be poding company has conveyed to others. Also, include
included in item 2(b), since the backing of standby letters that portion of the reporting bank holding company’s

of credit has substantially the same effect as the convey-standby letters of credit reported in items 2(a)(1) and
ing of participations in standby letters of credit. 2(a)(2) that are backed by other organizations’ standby
Excludefrom standby letters of credit the following: letters of credit. Participations and backings may be for

any part or all of a given obligation.
(1) Standby letters of credit where either the beneficiary

or the account party is a consolidated subsidiary of | ine tem 3 Commercial and similar letters of
the bank holding company. credit.

Line Item 2(a)(2) To non-U.S. addresses (domicile).

(2) All letters of credit for which the issuing bank hold- Report the amount outstandirand unused as of the
ing company or its consolidated subsidiaries have report date of issued or confirmed commercial letters of
received an amount equal to its maximum liability. credit, travelers’ letters of creditot issuedor money or
Where the bank holding company had received an its equivalent, and all similar letters of crediyt exclud-
amount less than its maximum liability, report only ing standby letters of cred{ivhich are to be reported in
the portion of the standby letter of credit in excess item 2 above). (See the Glossary entry for “letter of
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credit.”) Legally binding commitments to issue commer- any of its consolidated subsidiaries has obtained a guar-
cial letters of credit are to be reported in this item. antee against credit losses from other parties.

Travelers’ letters of credit or other letters of credit issued i
for money or its equivalent by the reporting bank holding Lin€ Item 2 Spot foreign exchange contracts.

company or its agents should be reported as demandreport the gross amount (stated in U.S. dollars) of all
deposit liabilities in Schedule HC-C. spot contracts committing the reporting bank holding
company to purchase foreign (non-U.S.) currencies and
U.S. dollar exchange that are outstanding as of the report
Part Il.  Other off-balance-sheet date. All transactions within the bank holding company
arrangements. should be reported on a consolidated basis.

Line Item 1 Notional amount of credit derivatives. A spot contract is an agreement for the immediate deliv-
¢ ery, usually within two business days, of a foreign cur-

rency at the prevailing cash market rate. Spot contracts
are considered outstanding (i.e., open) until they have
been cancelled by acquisition or delivery of the under-
lying currencies.

Report in the appropriate subitem the notional amount o
all credit derivatives. Credit derivatives are off-balance-
sheet arrangements that allow one party (the “benefi-
ciary”) to transfer the credit risk of a “reference asset”
to another party (the “guarantor”). Bank holding compa-
nies should include the notional amounts of credit de- Only one side of a spot foreign exchange contract is to be
fault swaps, total rate of return swaps, and other credit reported. In those transactions where foreign (non-U.S.)
derivative instruments. currencies are bought or sold against U.S. dollars, report
only that side of the transaction that involves the foreign

company should be reported on a net basis. No other(non-U.S.) currency. For example, if the reporting bank

netting of contracts is permitted for purposes of this item. N0!ding company enters into a spot contract which obli-
Therefore, do not net: (1) credit derivatives with third 9at€s the bank holding company to purchase U.S. dollar
parties for which the reporting bank holding company is exchange against which it sells deutsche_ marks, then the
the beneficiary against credit derivatives with third par- Pank holding company would report (in U.S. dollar

ties for which the reporting bank holding company is the eq_ui_valent values) the amount of degtsche marks sold in
guarantor, or (2) contracts subject to bilateral netting this item. In cross-currency spot foreign exchange trans-

arrangements. The notional amount should not e actions, which involve the purchase and sale of two
included in Part IIl, items 1 through 4 of this schedule. "ON-U-S. currencies, only the purchase side is to be

Exclude all items which are required to be reported as '€POrted (in U.S. dollar equivalent values).

assets or liabilities on the balance sheet (Schedule HC).
Line Item 3 Securities borrowed.

All transactions within the consolidated bank holding

Line Item 1(a) Credit derivatives for which the Report the amount of securities borrowed against collat-
reporting bank holding company or any of its eral (other than cash), or on an uncollateralized basis, for
consolidated subsidiaries is the guarantor. such purposes as a pledge against deposit liabilities or

. ) delivery against short sales. For borrowed securities that
Report the notional amount (stated in U.S. dollars) of all 5¢e fylly collateralized by similar securities of equivalent
credit derivatives for which the bank holding company or ygiye, report the market value of the borrowed securities
any of its consolidated subsidiaries has extended credity; the time they were borrowed. For other borrowed

protection to other parties. securities, report their market value as of the report date.

Line Iltem 1(b) Credit derivatives for which the Line Item 4 Securities lent.
reporting bank holding company or any of its

consolidated subsidiaries is the beneficiary. Report the appropriate amount of all securities lent

against collateral or on an uncollateralized basis. Report
Report the notional amount (stated in U.S. dollars) of all the book value of bank holding company-owned securi-
credit derivatives for which the bank holding company or ties that have been lent. In addition, for customers who
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have been indemnified against any losses by the report-Line Item 5(a)(2) Amount of recourse exposure on
ing bank holding company or its consolidated subsidi- these mortgages.
aries, report the market value as of the report date of
such customers’ securities, including customers’ securi-
ties held in the reporting bank holding company’s trust
department, that have been lent. If the reporting bank
holding company or its consolidated subsidiaries have
indemnified their customers against any losses on their . ] ) )
securities that have been lent by the company or its Lin€ Item 5(b)  Other financial assets (excluding
subsidiaries, the commitment to indemnify—either small business obligations reported in item 5.c).
through a standby letter of credit or other means—should
notbe reported in any other item on Schedule HC-F. Line Item 5(b)(1) Outstanding principal balances
of assets transferred.

Report the amount of recourse exposure or other form of
risk retention associated with the mortgages whose out-
standing principal balance was reported in item 5(a)(1)
above.

Report the principal balance outstanding as of the report
date for financial assets (excluding small business obliga-
Report in the appropriate subitems the principal balancetions reported in item 5.c below and first lien 1-to-4
outstanding and the amount of recourse exposure of allfamily residential mortgages reported in item 5.a above)
financial assets that have been transferred with recoursehat have been transferred with recourse or some other
in transactions reported as sales in accordance with genform of risk retention by the bank holding company or a
erally accepted accounting principles. consolidated subsidiary and reported as sales on the

Consolidated bank holding companies that have not cqnsolldated balance sheet, Schedule_ H.C’ in accordance
with generally accepted accounting principles.

engaged in such recourse transactions should report a

zero or the word “none” in the appropriate subitems of Also report the principal balance outstanding as of the

this item. report date for mortgages other than first lien 1-to-4
family residential mortgage loans that have been
swapped with recourse with FNMA and FHLMC in

Line Item 5(a) First lien 1-to-4 family residential exchange for participation certificates or other securities

mortgage loans. which the bank holding company or a consolidated sub-
sidiary has either sold or carries as assets in Schedule
HC, item 2, “Securities,” or item 5, “Trading assets.”

Line Item 5 Financial assets sold with recourse.

Line Item 5(a)(1) Outstanding principal balances

of mortgages transferred. .
Line Item 5(b)(2) Amount of recourse exposure on

Report in this item the outstanding principal balance as these assets.
of the report date for all first lien 1-to-4 family residen-
tial mortgage loans that have been transferveith

recourseor some other form of risk retention by the ban
holding company or a consolidated subsidiary in trans-

actions reported as sales in accordance with generally
accepted accounting principles. Line Item 5(c) Small business obligations

. . transferred with recourse under Section 208 of the
Also report the principal balance outstanding as of the Riegle Community Development and Regulatory
report date for first lien 1-to-4 family residential mort- Improvement Act of 1994.

gage loans that have been swapped with recourse with
FNMA and FHLMC in exchange for participation certi-

ficates or other securities which the bank holding com-
pany or a consolidated subsidiary has either sold or
carries as assets in Schedule HC, item 2, “Securities,” or Report the principal balance outstanding as of the report
item 5, “Trading assets.” date for small business loans and leases on personal

Report the amount of recourse exposure or other form of
K risk retention associated with the assets whose outstand-
ing principal was reported in item 5(b)(1) above.

Line Item 5(c)(1) Outstanding principal balance of
small business obligations transferred.
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property (small business obligations) which the consoli- reflect the agreement on the reporting (accepting) bank
dated bank holding company has transferred with holding company’s books.

recourse during the time that the institution was a “quali-
fying institution” and did not exceed the retained
recourse limit set forth in the Federal Reserve’s regula-
tions implementing Section 208 of the Riegle Commu-
nity Development and Regulatory Improvement Act of
1994. Transfers of small business obligations with
recourse that were consummated during such a time ard-ine Item 6(b) Acquired by the reporting bank
to be reported as sales if such transactions are treated aBolding company.

sales under generally accepted accounting principles anthenort the amount of all participations acquired by the
_the institution establishes a recourse liability account that reporting bank holding company or its consolidated sub-
is sufficient under GAAP. sidiaries in the acceptances of other banks that are out-
standingregardlessof the nature of the participation
Line Item 5(c)(2) Amount of recourse exposure on  agreement andegardlessof the system of debits and
these obligations. credits used to reflect the agreement on the reporting
bank holding company’s books. Thus, participations in
acceptances acquired by the reporting bank holding com-
pany or its consolidated subsidiaries are to inclbdéh
those that provide for participation in the risk of loss in
the event of default by the account party at the time of
maturity and those that provide for participation in put-
Line Item 6 Participations in acceptances. ting the holder of the acceptance in funds at the maturity
of the acceptance.

(See the Glossary entry for “bankers acceptances” for a
detailed description of the required treatment of bankers
acceptances in the Consolidated Financial Statements for
Bank Holding Companies.)

Report the amount of recourse the bank holding com-
pany has retained on the small business obligations
whose outstanding principal balance was reported in
item 5(c)(1) above.

Line ltem 6(a) Conveyed to others by the

reporting bank holding company. The reporting (nonaccepting) bank holding company

acquiring such participations shoufbt report the cur-
Report the amount of all participations conveyed to rent amount of these participations in “Liability on
others by the reporting bank holding company or its acceptances executed and outstanding” (Schedule HC,
consolidated subsidiaries in its acceptances that are outitem 22) or “Customers’ liability on acceptances out-
standingregardlessof the nature of the participation standing” (Schedule HC, item 9%gardlessof the nature
agreement andegardlessof the system of debits and  of the agreement anegardlessof the system of debits
credits used to reflect the agreement on the reportingand credits used to reflect the agreement on the reporting

(accepting) bank holding company’s books. Thus, par- (nonaccepting) bank holding company’s books.

ticipations in acceptances conveyed to others by the . ,
reporting (accepting) bank holding company or its con- (See the Glossary entry for “bankers acceptances” for a

solidated subsidiaries are to inclubleth those that pro- ~ detailed description of the required treatment of bankers
vide for participation in the risk of loss in the event of acceptances in the Consolidated Financial Statements for

default by the account party at the time of matugtyd ~ Bank Holding Companies.)

those that provide for participation in putting the holder

of the acceptance in funds at the maturity of the Line Item 7 Other significant off-balance-sheet
acceptance. items.

Do not reduce the reporting (accepting) consolidated With the exceptions listed below, report all significant
bank holding company’s “Liability on acceptances types of off-balance-sheet items not covered in other
executed and outstanding” (Schedule HC, item 22) or items of this schedule. Exclude off-balance-sheet deriva-
“Customers’ liability on acceptances outstanding” tive contracts that are reported in Schedule HC-F,
(Schedule HC, item 9) by the amount of such participa- Part Ill. Include only the amounts of those types of
tions regardlessof the nature of the agreement and off-balance-sheet items that exceed 10 percent of the
regardlessof the system of debits and credits used to reporting bank holding company’s total equity capital
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(Schedule HC, item 27(i)). If the bank holding company Memorandum
has no types of off-balance-sheet items that exceed

10 percent of total equity capital, report a zero or the |ine tem M1 Participations in unused
word “none.” commitments.

Itemize with clear but concise captions those types of Report in this item the dollar amount of participations in
off-balance-sheet items reportable in this item that unused commitments included in Schedule HC-F, Part I,
exceed 25 percent of the bank holding company’s total items 1(a) through 1(e), above that have been sold to
equity capital (Schedule HC, item 27(i)). Enter such others.

items in the inset boxes provided.

Includethe following as other off-balance-sheet items: ~ Part lll. -~ Off-balance-sheet derivatives
position indicators.
(1) Financial guarantee insurance that insures the timely
payment of principal and interest on bond issues.  Line item 1 Gross amounts (e.g., notional

) ) . ) amounts) of off-balance-sheet derivatives.
(2) Letters of indemnity other than those issued in con-

nection with the replacement of lost or stolen official RePort in the appropriate column and subitem the gross
checks. par value (stated in U.S. dollars) (e.g., for futures, for-

wards, and option contracts) or the notional amount

(3) Shipside or dockside guarantees or similar guaran-(stated in U.S. dollars) (e.g., for forward rate agreements
tees relating to missing bills of lading or title docu- and swaps), as appropriate, of all off-balance-sheet con-
ments and other document guarantees that facilitatetracts that are related to the following four types of

the replacement of lost or destroyed documents andunderlying risk exposures: interest rate, foreign
negotiable instruments. exchange, equity, and commodity and other. Contracts

with multiple risk characteristics should be classified

(4) Commitments to purchase and commitments to sell 0@sed upon the predominant risk characteristics at the
when-issued securities, if the reporting bank holding Origination of the derivative.

company does not report these commitments as for-The notional amount or par value reported for an off-
ward contracts in Part [l item 1.b below. balance-sheet derivative contract with a multiplier com-
ponent is the contract’s effective notional amount or par
value. For example, a swap contract with a stated
notional amount of $1,000,000 whose terms called for
quarterly settlement of the difference between 5% and

balance sheet of the Consolidated Financial State—LIBOR multiplied by 10 has an effective notional
; . amount of $10,000,000.
ments for Bank Holding Companies, such as repur-
chase and resale agreements. All transactions within the bank holding company should
be reported on a consolidated basis (i.e., intercompany
(2) Commitments to purchase property being acquired transactions should be eliminated). No other netting of
for lease to others (report in Part |, item 1 above).  contracts is permitted for purposes of this item. There-
fore, do not net: (1) obligations of the reporting bank
(3) Contingent liabilities arising in connection with liti-  holding company to purchase from third parties against
gation in which the reporting bank holding company the bank holding company’s obligations to sell to third
is involved. parties, (2) written options against purchased options,
or (3) contracts subject to bilateral netting agreements.
(4) Signature or endorsement guarantees of the type(Note: At the present time, under the Federal Reserve’s
associated with the regular clearing of negotiable risk-based capital standards, the existence of a legally
instruments or securities in the normal course of enforceable bilateral netting agreement between the
business. reporting bank holding company and a counterparty may

Exclude the following from other off-balance-sheet
items:

(1) All items that are required to be reported on the
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only be taken into consideration when determining the exchange contracts which are to be reported in Sched-
credit equivalent amount of off-balance-sheet interest ule HC-F, Part Il, item 2.
rate and foreign exchange contracts. For further informa-

; ) b nly one si f a foreign currency transaction is t
tion, refer to the instructions for Schedule HC-I.) Only one side of a foreign currency transaction is to be

reported. In those transactions where foreign (non-U.S.)
For each column, the sum of Schedule HC-F, Part Ill, currencies are bought or sold against U.S.dollars, report
items 1(a) through 1(e) must equal the sum of Sched-only that side of the transaction that involves the foreign

ule HC-F, Part lIl, items 2, 3(a), and 3(b). (non-U.S.) currency. For example, if the reporting bank
holding company enters into a futures contract which

obligates the bank holding company to purchase U.S.

Column Instructions dollar exchange against which it sells deutsche marks,
then the bank holding company would report (in U.S.

Column A Interest Rate Contracts dollar equivalent values) the amount of deutsche marks

Interest rate contracts are contracts related to an interestS0ld in Schedule HC-F, Part Ill, item 1(a). In cross-

bearing financial instrument or whose cash flows are CUrTency transactions, which involve the purchase and
determined by referencing interest rates or another inter-Sal€ of two non-U.S. currencies, only the purchase side is
est rate contract (e.g., an option on a futures contract tot© P& reported.

purchase a Treasury bill). These contracts are generallyall amounts in column B are to be reported in U.S. dollar
used to adjust the bank holding company’s interest rate equivalent values.

exposure or, if the bank holding company is an inter-

mediary, the interest_ rate exposure qf others. Interest ratec 5|umn C Equity Derivative Contracts
contracts include single currency interest rate swaps,

basis swaps, forward rate agreements, and interest raté&quity derivative contracts are contracts that have a

options, including caps, floors, collars, and corridors. ~ return, or a portion of their return, linked to the price of a

. ) particular equity or to an index of equity prices, such as
Exclude contracts involving the exchange of one or more e standard and Poor’s 500.

foreign currencies (e.g., cross-currency swaps and cur- . o
rency options) and other contracts whose predominantThe contract amount to be reported for equity derivative
risk characteristic is foreign exchange risk, which are to contracts is the quantity, e.g., number of units, of the

be reported in column B as foreign exchange contracts. €quity instrument or equity index contracted for purchase
N . or sale multiplied by the contract price of a unit.
Unsettled securities transactions that exceed regular way

settlement time limit that is customary in each_relevant Column D Commodity and Other Contracts
market must be reported as forward contracts in Sched-
ule HC-F, Part IIl, item 1.b, if they are not being reported Commaodity contracts are contracts that have a return, or
on the balance sheet (Schedule HC) until the settlementa portion of their return, linked to the price of or to an

date. index of precious metals, petroleum, lumber, agricultural
products, etc. Commodity and other contracts also
Column B Foreign Exchange Contracts include any other contracts that are not reportable as

interest rate, foreign exchange, or equity derivative
Foreign exchange contracts are contracts to purchaseontracts.
foreign (non-U.S.) currencies and U.S. dollar exchange in
the forward market, i.e., on an organized exchange or in
an over-th-counter market. A purchase of U.S. dollar
exchange is equivalent to a sale of foreign currency.
Foreign exchange contracts include cross-currency inter-
est rate swaps where there is an exchange of principal, The notional amount to be reported for commodity con-
forward foreign exchange contracts (usually settling tracts with multiple exchanges of principal is the contrac-
three or more business days from trade date), and cur-tual amount multiplied by the number of remaining pay-
rency futures and currency options. Exclude spot foreign ments (i.e., exchanges of principal) in the contract.

The contract amount to be reported for commodity and
other contracts is the quantity, e.g., number of units, of
the commodity or product contracted for purchase or sale
multiplied by the contract price of a unit.
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Line Item Instructions Column C, Equity Derivative Futures. Report futures
contracts committing the reporting bank holding com-
Line ltem 1(a) Futures contracts. pany to purchase or sell equity securities or instruments

. based on equity indexes such as the Standard and Poor’s
Futures contracts represent agreements for delayed delivggg o the Nikkei.

ery of financial instruments or commodities in which the _

buyer agrees to purchase and the seller agrees to delivefcolumn D, Commodity and Other Futures. Report the

at a specified future date, a specified instrument at acontract amount for all futures contracts committing the
specified price or yield. Futures contracts are standard-réporting bank holding company to purchase or sell

ized and are traded on organized exchanges that act a§ommodities such as agricultural products (e.g., wheat,
the counterparty to each contract. coffee), precious metals (e.g., gpld, platinum), and non-
ferrous metals (e.g., copper, zinc). Include any other

Report, in the appropriate column, the aggregate parfutures contract that is not reportable as an interest rate,
value of futures contracts that have been entered into byforeign exchange, or equity derivative contract in col-

the reporting bank holding company and are outstandingumn A, B, or C.
(i.e., open contracts) as of the report date. Do not report
the par value of financial instruments intended to be
delivered under such contracts if this par value differs
from the par value of the contracts themselves. Forward contracts represent agreements for delayed
delivery of financial instruments or commodities in
which the buyer agrees to purchase and the seller agrees
to deliver, at a specified future date, a specified instru-
ment or commodity at a specified price or yield. Forward
contracts are not traded on organized exchanges and their
contractual terms are not standardized.

Line Item 1(b) Forward contracts.

Contracts are outstanding (i.e., open) until they have
been cancelled by acquisition or delivery of the under-
lying financial instruments or by offset. Offset is the

liquidating of a purchase of futures through the sale of an
equal number of contracts of the same delivery month on
the same underlying instrument, or the covering of a
short sale of futures through the purchase of an equalReport the aggregate par value of forward contracts that
number of contracts of the same delivery month on the have been entered into by the reporting bank holding

same underlying instrument. company and are outstanding (i.e., open contracts) as of

Col A Int t Rate Fut R Cfut the report date. Do not report the par value of financial
olumn A, Interest Rate Futures. Report Tulures con- = g4 ments intended to be delivered under such con-

tracts committing the reporting bank holding company t0 45 if this par value differs from the par value of the
purchase or sell financial instruments and whose pre-.,iracts themselves

dominant risk characteristic is interest rate risk. Some of S _
the more common interest rate futures include futures onContracts are outstanding (i.e., open) until they have
90-day U.S. Treasury bills; 12-year GNMA pass-through been cancelled by acquisition or delivery of the under-

securities; and 2-, 4-, 6-, and 10-year U.S. Treasury lying financial instruments or settled in cash. Such con-
notes. tracts can only be terminated, other than by receipt of the

) underlying asset, by agreement of both buyer and seller.
Column B, Foreign Exchange Futures. Report the . )
gross amount (stated in U.S. dollars) of all futures con- Include commitments to purchase and sell when-issued

tracts committing the reporting bank holding company to securities as fo_rward contracts on a gross basis (except
purchase foreign (non-U.S.) currencies and U.S. dollar that bank holding companies may net purchases and

exchange and whose predominant risk characteristic iSsaIes of the identical segurity with the same party} unless
foreign exchange risk the reporting bank holding company does not include

these commitments as part of its disclosures about
A currency futures contract is a standardized agreementoff-balance-sheet derivatives for other financial report-
for delayed delivery of a foreign (non-U.S.) currency or ing purposes. In that case, report commitments to pur-
U.S. dollar exchange in which the buyer agrees to pur- chase and commitments to sell when-issued securities in
chase and the seller agrees to deliver, at a specified futurdPart 1, item 7 above, “Other significant off-balance-
date, a specified amount at a specified exchange rate.  sheet items,” subject to the existing reporting threshold.
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Column A, Interest Rate Forwards. Report forward buyer of the contract. A put option contract obligates the
contracts committing the reporting bank holding com- seller of the contract to purchase some financial instru-
pany to purchase or sell financial instruments and whosement or commodity at the option of the buyer of the
predominant risk characteristic is interest rate risk. contract. A call option contract obligates the seller of the
Include in this item firm commitments (i.e., commit- contract to sell some financial instrument or commodity
ments that have a specific interest rate, selling date, andat the option of the buyer of the contract.

dollar amount) to sell loans secured by 1-to-4 family

residential properties.

Column B, Foreign Exchange Forwards. Report the Line ltem 1(c)(1) Written options.

gross amount (stated in U.S. dollars) of all forward Report in this item the aggregate par value of the finan-
contracts committing the reporting bank holding com- cial instruments or commaodities that the reporting bank
pany to purchase foreign (non-U.S.) currencies and U.S.holding company has, for compensation (such as a fee or
dollar exchange and whose predominant risk characteris-premium), obligated itself to either purchase or sell under
tic is foreign exchange risk. exchange-traded option contracts that are outstanding as

A forward foreign exchange contract is an agreement for ©f the report date.

delayed delivery of a foreign (non-U.S.) currency or U.S. Column A, Written Exchange-Traded Interest Rate
dollar exchange in which the buyer agrees to purchasegptions. For exchange-traded option contracts obligat-
and the seller agrees to deliver, at a specified future date,-ng the reporting bank holding company to either pur-
a specified amount at a specified exchange rate. chase or sell an interest rate futures contract and whose

Column C, Equity Derivative Forwards. Report for- predominant risk characteristic is interest rate risk, report
ward contracts committing the reporting bank holding the par value of the financial instrument underlying the
company to purchase or sell equity instruments. futures contract. An example of such a contract is a

Chicago Board Options Exchange option on the 13-week

Column D, Commodity and Other Forwards. Report Treasury bill rate.

the contract amount for all forward contracts committing
the reporting bank holding company to purchase or sell Column B, Written Exchange-Traded Foreign
commodities such as agricultural products (e.g., wheat,Exchange Options. Report in this item the gross
coffee), precious metals (e.g., gold, platinum), and non- amount (stated in U.S. dollars) of foreign (non-U.S.)
ferrous metals (e.g., copper, zinc). Include any other currency and U.S. dollar exchange that the reporting
forward contract that is not reportable as an interest rate,pank holding company has, for compensation, obligated
foreign exchange, or equity derivative contract in col- jtself to either purchase or sell under exchange-traded

umn A, B, or C. option contracts whose predominant risk characteristic is
foreign exchange risk. In the case of option contracts
Line Item 1(c) Exchange-traded option contracts. obligating the reporting bank holding company to either

- purchase or sell a foreign exchange futures contract,

tion, depending upon whether the reporting bank holding repqrt the gross amount (stated in_ U.S. dollars) of the
company is the purchaser or the writer, respectively, to [0r€ign (non-U.S.) currency underlying the futures con-

buy or sell a financial instrument or commodity at a tract. Exchange-traded options on major currencies such
specified price by a specified future date. Some options@S the Japanese Yen, British Pound Sterling and French
are traded on organized exchanges. Franc and options on futures contracts of major curren-

) ~cies are examples of such contracts.
The buyer of an option contract has, for compensation

(such as a fee or premium), acquired the right (or option) Column C, Written Exchange-Traded Equity Derivative

to sell to, or purchase from, another party some financial Options. Report the contract amount for those
instrument or commodity at a stated price on a specified exchange-traded option contracts where the reporting
future date. The seller of the contract has, for such bank holding company has obligated itself, for compen-
compensation, become obligated to purchase or sell thesation, to purchase or sell an equity instrument or equity
financial instrument or commodity at the option of the index.

Option contracts convey either the right or the oblig
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Column D, Written Commodity and Other Exchange- Column D, Purchased Commodity and Other
Traded Options. Report the contract amount for those Exchange-Traded Options. Report the contract
exchange-traded option contracts where the reportingamount for those exchange-traded option contracts where
bank holding company has obligated itself, for compen- the reporting bank holding company has, for a fee,
sation, to purchase or sell a commodity or product. purchased the right to purchase or sell a commodity or
Include any other written, exchange-traded option that is product. Include any other purchased, exchange-traded
not reportable as an interest rate, foreign exchange, oroption that is not reportable as an interest rate, foreign

equity derivative contract in columns A, B, or C. exchange, or equity derivative contract in column A, B,
orC.
Line Item 1(c)(2) Purchased options. Line Item 1(d) Over-the-counter option contracts.

Report in this item the aggregate par value of the finan- option contracts convey either the right or the obliga-
cial instruments or commodities that the reporting bank tion, depending upon whether the reporting bank h0|d|ng
holding company has, for a fee or premium, purchased company is the purchaser or the writer, respectively, to
the right to either purchase or sell under exchange-tradedpuy or sell a financial instrument or commodity at a
option contracts that are outstanding as of the report date specified price by a specified future date. Options can be
written to meet the specialized needs of the counterpar-
ties to the transaction. These customized option contracts
are known as over-the-counter (OTC) options. Thus,
over-the-counter option contracts include all option con-
tracts not traded on an organized exchange.

Column A, Purchased Exchange-Traded Interest Rate
Options. For exchange-traded option contracts giving
the reporting bank holding company the right to either
purchase or sell an interest rate futures contract and
whose predominant risk characteristic is interest rate
risk, report the par value of the financial instrument The buyer of an option contract has, for compensation
underlying the futures contract. An example of such a (such as a fee or premium), acquired the right (or option)
contract is a Chicago Board Options Exchange option onto sell to, or purchase from, another party some financial
the 13-week Treasury bill rate. instrument or commodity at a stated price on a specified
future date. The seller of the contract has, for such
compensation, become obligated to purchase or sell the
financial instrument or commodity at the option of the
buyer of the contract. A put option contract obligates the
seller of the contract to purchase some financial instru-
ment or commodity at the option of the buyer of the
contract. A call option contract obligates the seller of the
contract to sell some financial instrument or commodity
at the option of the buyer of the contract.

Column B, Purchased Exchange-Traded Foreign
Exchange Options. Report in this item the gross
amount (stated in U.S. dollars) of foreign (non-U.S.)
currency and U.S. dollar exchange that the reporting
bank holding company has, for a fee, purchased the right
to either purchase or sell under exchange-traded option
contracts whose predominant risk characteristic is for-
eign exchange risk. In the case of option contracts giving
the reporting bank holding company the right to either
purchase or sell a currency futures contract, report theln addition, swaptions, i.e., options to enter into a swap
gross amount (stated in U.S. dollars) of the foreign contract, and contracts known as caps, floors, collars, and
(non-U.S.) currency underlying the futures contract. corridors should be reported as options.
Exchange-traded options on major currencies such as the
Japanese Yen, British Pound Sterling and French Franc 1. a capis a contract under which the purchaser has, for compensation
and options on futures contracts of major currencies are(such as a fee or premium), acquired the right to receive a payment from
examples of such contracts. the seller if a specified index rate, e.g., LIBOR, rises above a designated
strike rate. Payments are based on the principal amount or notional amount
Column C, Purchased Exchange-Traded Equity ofthe cap, although no exchange of principal takes pladtodk is similar
Derivative Options. Report the contract amount of toacap except that the purchaser has, for compensation (such as a fee or
those exchange-traded option contracts where the I,eportpremium), acquired the right to receive a payment from the seller if the

ina bank holding companv has. for a fee. purchased thespecified index rate falls below the strike ratec@llar is the simultaneous
g g pany ! ' P purchase of a cap (with a strike rate at one index rate) and sale of a floor

_right to purchase or sell an equity instrument or equity (with a strike rate at a lower index rate), designed to maintain interest rates
index. within a specified range. The premium income from the sale of the floor
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Options such as a call feature that are embedded in loanspbligated itself, for compensation, to purchase or sell an

securities, and other on-balance sheet assetsodte be
reported in Schedule HC-F. Commitments to lend are
not considered options for purposes of Schedule HC-F,
Part Ill, item 1, but should be reported in Schedule HC-F,
Part |, item 1.

Line Item 1(d)(1) Written options.

Report in this item the aggregate par value of the finan-
cial instruments or commodities that the reporting bank

equity instrument or equity index.

Column D, Written Commodity and Other OTC
Options. Report the contract amount for those OTC
option contracts where the reporting bank holding com-
pany has obligated itself, for compensation, to purchase
or sell a commodity or product. Include any other
written, OTC option that is not reportable as an interest
rate, foreign exchange, or equity derivative contract in
column A, B, or C.

holding company has, for compensation (such as a fee or

premium), obligated itself to either purchase or sell under
OTC option contracts that are outstanding as of the

report date. Also report the aggregate notional amount of

written caps, floors, and swaptions and for the written
portion of collars and corridors.

Column A, Written OTC Interest Rate Options.Inter-

Line Item 1(d)(2) Purchased options.

Report in this item the aggregate par value of the finan-
cial instruments or commodities that the reporting bank
holding company has, for a fee or premium, purchased
the right to either purchase or sell under OTC option

est rate options include options to purchase and sellcontracts that are outstanding as of the report date. Also
interest-bearing financial instruments and whose pre-report the aggregate notional amount for purchased caps,
dominant risk characteristic is interest rate risk as well as floors, and swaptions and for the purchased portion of
contracts known as caps, floors, collars, corridors, andcollars and corridors.

swaptions. Include in this item the notional principal
amount for interest rate caps and floors that the reporting
bank holding company sells. For interest rate collars and
corridors, report a notional amount for the written por-
tion of the contract in Schedule HC-F, Part I,
item 1(d)(1), column A, and for the purchased portion of
the contract in Schedule HC-F, Part lll, item 1(d)(2),
column A.

Column A, Purchased OTC Interest Rate Options.

Interest rate options include options to purchase and sell
interest-bearing financial instruments and whose pre-
dominant risk characteristic is interest rate risk as well as
contracts known as caps, floors, collars, corridors, and
swaptions. Include in this item the notional principal

amount for interest rate caps and floors that the reporting
) ) ) bank holding company purchases. For interest rate col-
Column B, Written OTC Foreign Exchange Options.  |ars and corridors, report a notional amount for the
A written currency option contract conveys the obli- \yritten portion of the contract in Schedule HC-F, Part IlI

gation to exchange two different currencies at a speci- jiem 1(d)(1), column A, and for the purchased portion of
fied exchange rate. Report in this item the gross amountine contract in Schedule HC-F, Part Ill, item 1(d)(2),
(stated in U.S. dollars) of foreign (non-U.S.) currency .ojumn A.

and U.S. dollar exchange that the reporting bank holding .
company has, for compensation, obligated itself to either Column B, Purchased OTC Foreign Exchange
purchase or sell under OTC option contracts whose pre-Options. Report in this item the gross amount (stated

dominant risk characteristic is foreign exchange risk.

Column C, Written OTC Equity Derivative Options.
Report the contract amount for those OTC option con-
tracts where the reporting bank holding company has

reduces or offsets the cost of buying the capcdkridor is the simulta-

neous purchase of a cap (with a strike rate at one index rate) and sale of a
cap (with a strike rate at a higher index rate), designed to reduce the cost of

in U.S. dollars) of foreign (non-U.S.) currency and U.S.
dollar exchange that the reporting bank holding company
has, for a fee, purchased the right to either purchase or
sell under option contracts whose predominant risk char-
acteristic is foreign exchange risk.

Column C, Purchased OTC Equity Derivative
Options. Report the contract amount of those OTC

option contracts where the reporting bank holding com-

the lower strike cap. The premium income from the sale of one cap reducesPany has, for a fee, purchased the right to purchase or

or offsets the cost of buying the other cap.

HC-F-12

sell an equity instrument or equity index.
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Column D, Purchased Commodity and Other OTC Column C, Equity Swaps. Report the notional amount
Options. Report the contract amount for those option of all outstanding equity or equity index swaps, whether
contracts where the reporting bank holding company has,the swap is undertaken by the reporting bank holding
for a fee, purchased the right to purchase or sell a company to hedge its own equity-based risk, in an inter-
commodity or product. Include any other purchased mediary capacity, or to hold in inventory.

OTC option that is not reportable as an interest rate
foreign exchange or equity derivative contract in col-
umn A, B, or C.

' Column D, Commodity and Other Swaps.Report the
notional principal amount of all other swap agreements
that are not reportable as either interest rate, foreign
exchange, or equity derivative contracts in column A, B,

Line Item 1(e) Swaps. or C. The notional amount to be reported for commodity

) ] ) ] contracts with multiple exchanges of principal is the

Swaps are transactions in which two parties agree tocontractual amount multiplied by the number of remain-

exchange payment streams based on a specified notionghg payments (or exchanges of principal) in the contract.
amount for a specified period. Forward starting swap

contracts should be; reported as swaps. 'The notional jne 1tem 2 Total gross notional amount of

amount pf a swap is the u_nderlylng pr|_nC|paI amount yerivative contracts held for trading.

upon which the exchange of interest, foreign exchange or _ _ _
other income or expense is based. The notional amountReport in the appropriate column, the total notional
reported for a swap contract with a multiplier component @mount or par value of those off—balan(_:e—sheet derivative
is the contract’s effective notional amount. In those casescontracts in Schedule HC-F, Part Ill, item 1 above that
where the reporting bank holding company is acting as @€ held for trading purposes. Contracts held for trading

an intermediary, both sides of the transaction are to bePUrposes include those used in dealing and other trading
reported. activities generally accounted for at market value with

gains and losses recognized in earnings. Derivative

Column A, Interest Rate Swaps.Report the notional  instruments used to hedge trading activities should also
amount of all outstanding interest rate and basis swaps,be reported in this item.

whose predominant risk characteristic is interest rate
risk. Such swaps may be undertaken by the reporting
bank holding company to hedge its own interest rate risk,
in an intermediary capacity, or to hold in inventory.

Derivative trading activities include (a) regularly dealing

in interest rate contracts, foreign exchange contracts,
equity derivative contracts, and other off-balance-sheet
commodity contracts, (b) acquiring or taking positions in

Column B, Foreign Exchange Swaps.Report the such items principally for the purpose of selling in the

notional principal amount (stated in U.S. dollars) of all near term or otherwise with the intent to resell (or

outstanding cross-currency interest rate swaps, whetherepurchase) in order to profit from short-term price

the swap is undertaken by the reporting bank holding movements, or (c) acquiring or taking positions in such
company to hedge its own exchange rate risk, in an items as an accommodation to customers.

intermediary capacity, or to hold in inventory. A trading department within the reporting bank holding

A cross-currency interest rate swap is a transaction incompany may have entered into a derivative contract
which two parties agree to exchange principal amountswith another department or business unit within the
of different currencies, usually at the prevailing spot rate, consolidated bank holding company (and which has been
at the inception of an agreement which lasts for a certainreported on a consolidated basis in accordance with the
number of years. At defined intervals over the life of the instructions to Schedule HC-F, Part Ill, item 1 above). If
swap, the counterparties exchange payments in the differthe trading department has also entered into a matching
ent currencies based on specified rates of interest. Whercontract with a counterparty outside the consolidated
the agreement matures, the principal amounts will be bank holding company, the contract with the outside
re-exchanged at the same spot rate. The notional amountounterparty should be designated as held for trading or
of a cross-currency interest rate swap is generally theas held for purposes other than trading consistent with
underlying principal amount upon which the exchange is the contract's designation for other financial reporting
based. purposes.
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Line Item 3  Total gross notional amount of Guidance for reporting by type of underlying risk expo-
derivative contracts held for purposes other than sure is provided in Schedule HC-F, Part lll, item 1
trading. above. Guidance for reporting by purpose and account-
) ing methodology is provided in the instructions for
Line Item 3(a) ~Contracts marked to market. Schedule HC-F, Part 11, items 2, 3(a) and 3(b) above.

Report in the appropriate column, the total notional A yansactions within the bank holding company should

amount or par value of those contracts in Schedule HC'F’be reported on a consolidated basis. No other netting of

Part Il item 1 above that are held for purposes other contracts is permitted for purposes of this item. There-
than trading and that, for purposes of these reports, are

accounted for at market value or lower of cost or market fore, do not net (1) obligations of the reporting bank
. . . . . .~ holding company to buy against the bank holding com-
value with gains and losses recognized either in earnings

or in equity capital pany’s obligations to sell, (2) written options against
quity capital purchased options, (3) positive fair values against nega-
Include in this item (a) off-balance-sheet contracts usedtive fair values, or (4) contracts subject to bilateral net-
to hedge debt and equity securities classified as availableting agreements.
for-sale, (b) foreign exchange contracts that are desig- . .
nated as, and are effective as, economic hedges of a nelt?eport as fair value the amount at which t'he contract
investment in a foreign office, (c) intercompany foreign ¢0uld be exchanged in a current transaction between
exchange contracts of a long-term investment nature Willing parties, other than in afo_rced or liquidation sale.
when the parties to the contract are consolidated, com-If a guoted market price is available for_ a contract, the
bined or accounted for by the equity method, and (d) off- fair value to be reported for that contract is the product of
balance-sheet contracts used to hedge other assets ¢p€ number of trading units of the contract multiplied by

liabilities not held for trading purposes that are accounted that market price. If a quoted market price is not avail-
for at market value. able, report the bank holding company’s best estimate of

fair value based on the quoted market price of a similar
contract or on valuation techniques such as discounted
cash flows. For purposes of Schedule HC-F, Part I,
Report in the appropriate column, the total notional item 4, the reporting bank holding company should deter-
amount or par value of all contracts in Schedule HC-F, mine the fair value of its off-balance-sheet derivative
Part I, item 1 above that are not accounted for at market contracts in the same manner that it determines the fair
value or lower of cost or market value. Include in this value of these contracts for other financial reporting
item the notional amount or par value of contracts such purposes. For examp|e, for interest rate swaps, fair value
as swap contracts intended to hedge interest rate risk onmay include accrued net settlement amounts which have
commercial loans that are accounted for on the accrualpot peen paid or received. Otherwise, do not combine,
basis. aggregate, or net the reported fair value with the fair or
book value of any other derivative or asset or liability.

Line Item 3(b) Contracts not marked to market.

Line ltem 4 Gross fair values of derivative

contracts. _ ,
] ) ) Line Item 4(a) Contracts held for trading.
Report in the appropriate column and subitem below the

fair (or market) value of all off-balance-sheet derivative Report in the appropriate column and subitem the gross
contracts reported in Schedule HC-F, Part IlI, items 2, Positive and gross negative fair values of those contracts
3(a), and 3(b) above. For each of the four types of held for trading reported in Schedule HC-F, Part I,
underlying risk exposure in columns A through D, the item 2 above.

gross positive and gross negative fair values will be
reported separately below for (i) contracts held for trad-
ing purposes (in item 4(a)), (ii) contracts held for pur-
poses other than trading that are marked to market (inReport in the appropriate column the total fair value of
item 4(b)), and (iii) contracts held for purposes other those contracts in Schedule HC-F, Part Ill, item 2 above
than trading that are not marked to market (in item 4(c)). with positive fair values.

Line Item 4(a)(1) Gross positive fair value.
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Line Item 4(a)(2) Gross negative fair value. above with negative fair values. Report the total fair
value as an absolute value, do not enclose the total fair

Report in the appropriate column the total fair value of value in parentheses or use a minds<ign,

those contracts in Schedule HC-F, Part Ill, item 2 above
with negative fair values. Report the total fair value as an
absolute value, do not enclose the total fair value in Line Item 4(c) Contracts held for purposes other

parentheses or use a minu$ 6ign. than trading that are not marked to market.

_ Report in the appropriate column and subitem the gross
Line Item 4(b) Contracts held for purposes other positive and negative fair values of those contracts held
than trading that are marked to market. for purposes other than trading that are reported in

Report in the appropriate column and subitem the grossSChedUIe HC-F Part Ill, item 3(b) above.

positive and gross negative fair values of those contracts N _
held for purposes other than trading that are reported inLine Iltem 4(c)(1) Gross positive fair value.

Schedule HC-F, Part I, item 3(a) above. Report in the appropriate column the total fair value of

those contracts in Schedule HC-F, Part lll, item 3(b)

Line Item 4(b)(1) Gross positive fair value. above with positive fair values.
Report in the appropriate column the total fair value of
those contracts in Schedule HC-F, Part lll, item 3(a) Line ltem 4(c)(2) Gross negative fair value.

above with positive fair values. Report in the appropriate column the total fair value of

those contracts in Schedule HC-F, Part lll, item 3(b)
above with negative fair values. Report the total fair
Report in the appropriate column the total fair value of value as an absolute value, do not enclose the total fair
those contracts in Schedule HC-F, Part lll, item 3(a) value in parentheses or use a minds<ign.

Line Item 4(b)(2) Gross negative fair value.
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LINE ITEM INSTRUCTIONS FOR

Memoranda
Schedule HC-G

Line Item 1 Deferred taxes. Line Item 1(b) Deferred taxes included in

. . Schedule HC, item 23.
Report deferred taxes in accordance with generally
accepted accounting principles (GAAP). Holding companies should report both items 1(a) and
1(b) when they have deferred tax liabilities and assets
attributable to different tax jurisdictions, which can-
Line Item 1(a) Deferred taxes included in not be offset.

Schedule HC, item 11. Report in items 1(b)(1) and 1(b)(2), as appropriate, the
Holding companies should report both items 1(a) and  cumulative tax effect of all temporary differences in the

1(b) when they have deferred tax liabilities and assets  recognition of income and expense items for income tax
attributable to different tax jurisdictions, which can- purposes and for financial reporting purposes, in accor-
not be offset. dance with GAAP, when the cumulative tax effect results

Report in items 1(a)(1) and 1(a)(2), as appropriate, the " the recognition of a deferred tax liability.

cumulative tax effect of all temporary differences in the A deferred tax liability is recognized for temporary dif-
recognition of income and expense items for income tax ferences that will result in taxable amounts in future
purposes and for financial reporting purposes, in accor-years.

dance with GAAP, when the cumulative tax effect results

in the recognition of a deferred tax asset. Line Item 1(b)(1) IRS loan loss provision.

A deferred tax asset should be recorded for the taXxReport in this item the cumulative tax effect of the

benefit of deductible temporary differences and tax oper- difference between the provision for loan and lease losses

ating loss and tax credit carryforwards. for financial reporting purposes and the provision for
loan and lease losses claimed for IRS reporting purposes.

Line Item 1(a)(1) IRS loan loss provision. .
Line Item 1(b)(2) Other.

Report in this item the cumulative tax effect of the

difference between the provision for loan and lease Iosses_Rep?rt in this item all g_tfr;er deferred mhcome taxes resulft—

for financial reporting purposes and the provision for N9 rom tedmporary |_erencefs In the recognition o

loan and lease losses claimed for IRS reporting purposes.'ncOme and expense items for income tax purposes
and for financial reporting purposes, in accordance with

GAAP, when the cumulative effect results in the recogni-
Line Item 1(a)(2) Other. tion of a deferred tax liability.

Report in this item all other deferred income taxes result-
ing from temporary differences in the recognition of
income and expense items for income tax purposes an
for financial reporting purposes, in accordance with Report in this item the totahumberof common stock
GAAP, when the cumulative effect results in the recogni- outstanding by the consolidated bank holding company
tion of a deferred tax asset. as of the report datdd>o not round this number. Total

Line Item 2 Total number of bank holding
£ompany common shares outstanding.
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outstanding shares equals total shares issued less treasugven when the debt is scheduled to mature in more than

stock. one year.

) ) ] “Unrelated third parties” covers all individuals and those
Line Item 3 Number of full-time equivalent partnerships and corporations that are not majority-
employees. owned or controlled, directly or indirectly, by the respon-

Report thenumberof full-time equivalent employees on  dent holding company or any of its subsidiaries.
the payroll of the bank holding company and its consoli-

dated subsidiaries as of the report date. Line Item 6 Other assets acquired in satisfaction
To convert the number of part-time employees to full- Of debts previously contracted.

time equivalent employees, add the total number of Report in this item all assets (other than other real estate
hours all part-time and temporary employees worked owned) that have been acquired in satisfaction of debts
during the quarter ending on the report date and divide previously contracted (DPC). Include assets, such as

this amount by the number of hours a full-time employee gecyrities, loans, and equipment, that have been acquired
would have been expected to work during the quarter. i, satisfaction of DPC.

Round the result to the nearest whole number and add

it to the number of full-time employees. (A full-time _ _

employee may be expected to work more or less thanline Item 7(a) Amount of cash items in process of
40 hours each week, depending on the policies of the collection netted against deposit liabilities in
reporting bank holding company.) reporting Schedule HC.

Report the total amount of cash items in process of
Line Item 4 Debt maturing in one year or less that collection that has beenetted against Schedule HC,
is issued to unrelated third parties by bank items 13(a)(1) and 13(a)(2), “Deposits in domestic
subsidiaries. offices,” “Noninterest-bearing” and “Interest-bearing”

Report in this item all debt maturing in one year or less @nd in items 13(b)(1) and 13(b)(2) “Deposits in foreign
included in Schedule HC, items 16, 17, 20(a), 20(b), or offlce_s, Edge and_ Agreement subS|d|ar|e_s, and IBFs,”
21 that is issued to unrelated third partigsany director ~  Noninterest-bearing” and “Interest-bearing,” rather
indirect bank subsidiary of the reporting bank holding than included in cash items in process of collection in
company.Include in this item the amount of such debt Schedule HC, item 1.

that is redeemable at the option of the holder within one

year, even when the debt is scheduled to mature in more| jne |tem 7(b) Securities purchase under

than one year. agreements to resell netted against securities sold
“Unrelated third parties” covers all individuals and those Under agreements to repurchase.

partnerships and corporations that are not majority- Report in this item the amount of securities purchased
owned or controlled, directly or indirectly, by the respon- | nqer agreements to resell that have been offset by

dent holding company or any of its subsidiaries. securities sold under agreements to repurchase (i.e.,
assets removed from Schedule HC).

Line ltem 5 Debt maturing in more than one year

that is issued to unrelated third parties by bank

o Line Item 8 Reciprocal demand balances with
subsidiaries.

depository institutions (other than commercial
Report in this item all debt maturing in more than one banks in the U.S.).

year included in Schedule HC, items 18, 20(a), 20(b), or
21 thatis issued to unrelated third partissany direct or
indirect bank subsidiary of the reporting bank holding
company.

Report the total dollar amount that is deducted from the
consolidated bank holding company’s total assets as a
result of reporting reciprocal demand balances with
depository institutions net in accordance with GAAP
Excludefrom this item the amount of such debt that is (and as reported in Schedule HC, item 1, “Cash and
redeemable at the option of the holder within one year, balances due from depository institutions”) rather than
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reportingonly reciprocal demand balances with commer- advances, bonds, notes, or debentures. Such invest-
cial banks in the U.S. net. ments shall be reported using the equity method of

Generally accepted accounting principles permit the
consolidated bank holding company to net reciprocal

accounting as described in the instruction to Sched-
ule HC, item 8.

demand balances where the reporting institution has the(3) Real estate acquisition, development, or construction
legal right of offset against its bank customers. The =~ (ADC) arrangements that are accounted for as direct

instructions for the commercial bank Reports of Condi- investments in real estate or as real estate joint
tion and Income permit only reciprocal demand balances  yentures in accordance with guidance prepared by
with commercial banks in the U.S. to be netted. the American Institute of Certified Public Accoun-
definition of commercial banks in the U.S)) ?gggmber 1983, November 1984, and February
Line ltem 9  Investments in real estate. (4) Any other loans secured by real estate and advanced
This item is to be reported only by bank holding com- for real estate acquisition, development, or invest-
panies that have been authorized by the Federal ment purposes if the reporting bank holding com-
Reserve to have real estate investments. pany in substance has virtually the same risks and

Report in this item equity investments, funded loans, and

potential rewards as an investor in the borrower’s
real estate venture.

committed loans in real estate projects in which the bank

holding company or its subsidiaries have an equity Excludefrom this item any property necessary for the
investment. conduct of banking business that has been reported in

Schedule HC, item 6, “Premises and fixed assets,” and

Include the following as investments in real estate any property not specifically held for real estate develop-

ventures:

(1)

()

ment or other investment purposes.

Any real estate acquired, directly or indirectly, by
the bank holding company or a consolidated subsidi-
ary and held for development, resale, or other invest-
ment purposes.

Item 10 Total assets of unconsolidated subsidiaries
and associated companies.

Report the total assets of the bank holding company’s
investees, i.e., all subsidiaries that have not been con-
solidated, associated companies, and corporate joint
ventures, unincorporated joint ventures, general partner-
ships, and limited partnerships over which the bank
Any debt or equity investments by the bank holding exercises significant influence. The holding company’s
company in unconsolidated subsidiaries, associatedinvestments in these entities should have been reported
companies, and corporate joint ventures, unincor- in item 8 of the Schedule HC.

porated joint ventures, and general and limited
partnerships over which the bank holding company
or its subsidiaries exercise significant influence (all
of which are commonly referred to as “investees”)
if such investees are primarily engaged in the
holding of real estate for development, resale, or
other investment purposes. Investments by the
bank holding company in these investees, which are Enter a “1” for yes if the respondent bank holding
also reported in Schedule HC, item 8, “Invest- company consummated the acquisition of another com-
ments in unconsolidated subsidiaries and associatedbany during the quarter ending with the report date using
companies,” may be in the form of common or the pooling-of-interest method of accounting. Enter “2”
preferred stock, partnership interests, loans or otherfor no if the respondent bank holding company either

NOTE: Excludeany real estate acquired in satisfac-
tion of debt previously contracted, including, but not
limited to, real estate acquired through foreclosure or
acquired by deed in lieu of foreclosure.

Line Item 11 Does the respondent bank holding
company’s consolidated statement reflect any
business combinations during the quarter ending
with the report date for which the pooling-of-
interest method of accounting was used?
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consummated no business combinations during the quarLine Item 15 All changes in investments and

ter ending with the report dat# used a different method  activities have been reported to the Federal Reserve
of accounting (i.e., a purchase acquisition or a reorgani- on the Bank Holding Company Report of Changes
zation) to complete its acquisitions. in Investments and Activities (FR Y-6A)?

If the response to this question is “yes,” restated finan- This item is to be completed only by the top-tier bank
cial statements that reflect the business combination thatholding companyThe top-tier bank holding company
used the pooling-of-interest method of accounting should must not leave this item blank or enter “N/A.” A
be submitted to the appropriate Federal Reserve Districtlower-tier holding company filing this report should

Bank as soon as possible. enter “N/A” for this item.

Enter a “1” for yes if the top-tier bank holding company
Line Item 12 Has the bank holding company has submitted all changes, if any, in its investments and
restated its financial statements during the last activities on the FR Y-6A. If the top-tier bank holding
guarter as a result of new or revised Statements of company had no changes in investments and activities
Financial Accounting Standards? and therefore was not required to file a FR Y-6A, also

enter a “1” in this item. Enter a “2” for no if it has not
eyet submitted all changes to investments and activities
on the FR Y-6A. The name of the holding company
official responsible for verifying that the FR Y-6A has
been completed should be typed or printed on the line
rovided whether the answer is “yes,” or “no.” In addi-
on, enter the area code and phone number of the official
responsible for verifying the FR Y-6A.

Enter a “1” for yes if the respondent bank holding

company has restated its financial statements during th
guarter ending with the report date because a new or
revised Statement of Financial Accounting Standards
(SFAS) was implemented. Enter a “2” if no financial

statements were revised as a result of the implementatiorfi
of a new or revised SFAS.

If the response to this question is “yes,” restated finan-
cial statements that reflect those changes in accounting .

standards should be submitted to the appropriate Federal ine Item 16 Please describe and I's.t below
Reserve District Bank as soon as possible. separately the dollar amount outstanding of assets

removed from the reporting company’s balance
sheet (Schedule HC) in connection with assets

Line Item 13 Did your bank holding company netted against liabilities when there exists a legal
reduce “Customers’ liability on acceptances right of offset (excluding any amounts reported in
outstanding” by the amount of any participations Schedule HC-G, items 7(a), 7(b) or 8 above).

) : . s
(even immaterial amounts) in bankers acceptances? Describe and list separately in items 16(a) through 16(d)

Enter a “1” for yes if the reporting bank holding com- the dollar amount of assets netted against liabilities when
pany reduced its customers’ liability on acceptances by there exists a legal right of offset (as defined
the amount of its participations in bankers acceptancesin APB Opinion 10 and FASB Technical Bulletin

conveyed to others, even if the dollar amount of partici- 88-2, and further discussed in FASB Interpretations
pations in bankers acceptances is immaterial. Enter aNo. 39 and 41), excluding any amounts reported in
“2” for no if the reporting bank holding company reports  Schedule HC-G, items 7(a), 7(b) or 8 above and net
its customers’ liability on acceptances gross of the reciprocal balances with commercial banks in the U.S.

amount of its participations in bankers acceptances

The right of offset exists when all of the following
conveyed to others.

conditions are met:

Line ltem 14 Income earned but not collected. (1) Each of two parties owes the other determinable

amounts.
Report the amount of interest, commissions, and other
income earned or accrued on loans, securities, and othe
assets and applicable to current or prior periods that has

not yet been collected. (3) The reporting party intends to set off.

gZ) The reporting party has the right to set off the amount
owed with the amount owed by the other party.
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(4) The right to setoff is enforceable at law. National Mortgage Association (GNMA). GNMA con-
tracts generally cover residential mortgage loans guaran-
teed by the Department of Veterans Affairs/Veterans
fAdministration (VA) and insured by the Federal Housing
Administration (FHA).

Transactions which may allow for netting of certain
assets and liabilities, include, but are not limited to, loans
netted against deposits and offsetting securities agains
taxes payable. See Glossary entry for “Offsetting” for
further guidance.

It is important to note that the netting of assets and Line tem 17(b) Mortgages serviced under a

liabilities where the right of offset exists should not be FHLMC contract.

confused with the extinguishment of assets and liabili- Report in the appropriate subitem the outstanding princi-
ties. Netting of assets and liabilities is a “display issue” pal balance of 1-to-4 family residential mortgage loans
for financial statement presentation purposes—how rec-serviced for others under servicing contracts entered into
ognized assets and liabilities should be presented on thewith the Federal Home Loan Mortgage Corporation
balance sheet. In contrast, extinguishment is a recogni-(FHLMC). FHLMC contracts cover VA, FHA, and con-
tion issue—whether an asset or a liability exists and ventional mortgages, i.e., mortgages that have not been
whether continued recognition is warranted in the basic guaranteed or insured by a U.S. government agency. A
financial statements. seller sells (or swaps) mortgages to FHLMC with or

For further information, see APB Opinion 10, “Omnibus without recourse, as elected by the seller, and endorses

Opinion-1966" and FASB Technical Bulletin 88-2 each mortgage note sold to (or swapped with) FHLMC
“Definition of a Right of Setoff.” " accordingly. A seller electing to sell to (or swap with)

FHLMC with recourse bears all risks and costs of a
Exclude from this item all reciprocal balances with borrower default, including the costs of foreclosure. If
depository institutions. the servicing of mortgages sold to (or swapped with
FHLMC with recourse is transferred, the transferee bears
these risks and costs. If a seller elects to sell (or swap)
mortgages without recourse, FHLMC assumes the risk of
loss from borrower defaults to the extent of FHLMC's
Line Item 17 Outstanding principal balance percentage of participation in the mortgages.

1-4 family residential mortgage loans serviced for
others (include both retained servicing and
purchased servicing).

A description of the transaction should accompany any
dollar amount reported in items 16(a) through 16(d).

Line Iltem 17(b)(1) Serviced with recourse to the
servicer.

Report in the appropriate subitem the outstanding princi- ) o )

pal balance of 1-to-4 family residential mortgage loans Report t_he outstanding prmmpal_ balance of 1-to-4 family
serviced for others. Include those 1-to-4 family residen- "ésidential mortgage loans serviced for others under ser-
tial mortgage loans for which the reporting bank holding Vicing contracts entered into with FHLMC in which the
company has purchased the servicing (i.e., purchasednortgages being serviced have been sold to (or swapped
servicing) and those 1-to-4 family residential mortgages With) FHLMC with recourse and mortgage notes have
which the reporting bank holding company has origi- been endorsed accordingly.

nated and sold (or swapped with FHLMC or FNMA) but
for which it has retained the servicing duties and respon-

sibilities (i.e., retained servicing). Line Item 17(b)(2) Serviced without recourse to

the servicer.

. . Report the outstanding principal balance of 1-to-4 family
Line Item 17(a) Mortgages serviced under a residential mortgage loans serviced for others under ser-
GNMA contract. vicin g contracts entered into with FHLMC in which the
Report the outstanding principal balance of 1-to-4 family mortgages being serviced have been sold to (or swapped
residential mortgage loans serviced for others under ser-with) FHLMC without recourse and the mortgage notes
vicing contracts entered into with the Government have been endorsed accordingly.

Instructions for Preparation of Reporting Form FR Y-9C HC-G-5
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Line Iltem 17(c) Mortgages serviced under a future interest cash flows that exceed contractually speci-
FNMA contract. fied servicing fees on financial assets that have been sold.
Report in the appropriate subitem interest-only strips
receivable not in the form of a security that are measured
at fair value like available-for-sale securities. Report
unrealized gains (losses) on these interest-only strips
receivable in Schedule HC, item 27.e, "Net unrealized
holding gains (losses) on available-for-sale securities."

Report in the appropriate subitem the outstanding princi-
pal balance of 1-to-4 family residential mortgage loans
serviced for others under servicing contracts entered
into with the Federal National Mortgage Association
(FNMA). FNMA contracts cover VA, FHA, and conven-
tional mortgages that have been sold to (or swapped with
FNMA. Residential mortgages are serviced for FNMA Exclude from this item interest-only strips receivable in
under either the regular or special option servicing the form of a security, which should be reported as
option. Under a regular option contract, the servicer available- for-sale securities in Schedule HC, item 2.b, or
assumes the risk of loss from a mortgagor default. Under as trading assets in Schedule HC, item 5, as appropriate.
a special option contract, FNMA assumes the risk of loss Also exclude interest-only strips not in the form of a
from a mortgagor default. security that are held for trading, which should be
reported in Schedule HC, item 5.

Line Item 17(c)(1) Serviced under Special Option Line Item 18(a) Mortgage loans
contract. :

. o . Report the fair value of interest-only strips receivable
Report the outstanding prlnC|paI_ balance of 1-to-4 family (not in the form of a security) on mortgage loans.
residential mortgage loans serviced for others under spe-

cial servicing option contracts entered into with FNMA. | jne jtem 18(b) Other financial assets.

Report the fair value on interest-only strips receivable
(not in the form of a security) on financial assets other
than mortgage loans.

Line Item 17(c)(2) Serviced under Regular Option
contract.

Report the outstanding principal balance of 1-to-4 family .
residential mortgage loans serviced for others underLine Item 19 Deferred tax assets in excess of
regular servicing option contracts entered into with regulatory capital limits.

FNMA. Report in this item the amount of deferred tax assets
(included in Schedule HC-G, item l1a) that are depen-

Line Item 17(d) Mortgages serviced under other dent upon future taxable income, net of any valuation

servicing contracts. allowance for deferred tax assets, that exceed the lesser

. . . of: (1) The amount of deferred tax assets that are depen-
Report t_he outstanding prlnC|pa_I balance of 1-to-4 family dent upon future taxable income that is expected to be
residential mortgage loans serviced for others under other

types of servicing contracts. Include mortgages servicedrealized within one year of the guarter-end report date,
under all contracts other than GNMA, FHLMC, and based on the reporting bank holding company’s pro-

jected future taxable income for that year; or (2) Ten
FNMA contracts. percent of the amount of the reporting bank holding
company'’s Tier | capital net of goodwill and all iden-
Line Item 18 Interest-only strips receivable (not in tifiable assets other than mortgage servicing rights,
the form of a security) on: purchased credit card relationships (and before any

As defined in FASB Statement No. 125, “Accounting for disallowed deferred tax assets are deducted).

Transfers and Servicing of Financial Assets and Extin- Under the Federal Reserve's regulatory capital stan-
guishments of Liabilities,” an interest-only strip receiv- dards, deferred tax assets in excess of the preceding limit
able is the contractual right to receive some or all of the must be deducted from a bank holding company’s Tier 1

interest due on a bond, mortgage loan, collateralized (core) capital, from its total assets, as defined, for lever-

mortgage obligation, or other interest-bearing financial age capital purposes, and are not included in its risk-

asset. This includes, for example, contractual rights to weighted assets for risk-based capital purposes. A bank
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holding company may calculate one overall limit on bank holding company may, but is not required to, adjust
deferred tax assets that covers all tax jurisdictions in the amount of its deferred tax assets for any deferred tax
which the bank holding company operates. assets and liabilities arising from marking-to-market

Deferred tax assets that are dependent upon future taX_avaiIable-for—sale debt securities for purposes of these
P P reports. A bank holding company must follow a consis-

able Income are @) Qeferred tax assets arising fromtent approach with respect to such adjustments.
deductible temporary differences that exceed the amount

of taxes previously paid that a bank holding company For further information on temporary differences and
could recover through loss carrybacks if the bank holding deferred tax assets, refer to the Glossary entry for
company’s temporary differences (both deductible and “income taxes.” For information about the optional treat-
taxable) fully reverse at the report date and (b) deferred ment of a deferred tax liability that is specifically related
tax assets arising from operating loss and tax creditto an intangible asset (other than mortgage servicing
carryforwards. Therefore, for purposes of this item, all rights and purchased credit card relationships) acquired

temporary differences should be assumed to fully reversein @ nontaxable purchase business combination, refer to
at the report date. the instruction for Schedule HC-I, Part I, memoran-

. . . . dumitem 1.
A bank holding may use its future taxable income projec-

tion for its current fiscal year (adjusted for any signifi-
cant changes that have occurred or are expected to occu
when determining the regulatory capital limit for its
deferred tax assets at an interim calendar quarter-endReport, for the consolidated bank holding company, in
date rather than preparing a new projection each quarterthe appropriate subitem the amount of mutual fund and
Projected future taxable income should not include net annuity sales activity (in domestic offices) during the
operating loss carryforwards expected to be used within quarter ending with the report date. These sales may be
one year of the quarter-end report date or the amount ofmade by the reporting bank holding company, a subsidi-
existing temporary differences expected to reverse within ary bank (or thrift), a nonbank subsidiary (including
that year, but should include the estimated effect of tax Section 20 companies) or by affiliated and unaffiliated
planning strategies that are expected to be implementedentities. For purposes of this item, sales should be mea-
to realize carryforwards that will otherwise expire during sured in terms of gross sales dollars, not sales revenue.
that year.

rh]ine Item 20 Mutual fund and annuity sales (in
omestic offices) during the quarter.

In general, bank holding companies should include all
Deferred tax assets which can be realized from taxessales of proprietary, private label, and other (i.e., third
paid in prior carryback years and from future reversals of party) mutual funds and annuities that take place on the
existing taxable temporary differences should not be premises of the reporting bank holding company or its
reported in this item. subsidiaries and all other sales for which the bank hold-
ing company or its subsidiaries receive income at the
time of the sale or over the duration of the account (e.g.,
annual fees, Rule 12(b)1 fees or “trailer fees,” and
redemption fees). Include sales conducted through the
reporting bank holding company’s trust department that
are not executed in a fiduciary capacity (e.g., trustee,
. . . “executor, administrator, conservator), but exclude sales
effects, included in a separate component of equity capi- .

. conducted by the trust department that are executed in a
tal. These tax effects may increase or decrease thef. . . . >

iduciary capacity. When reporting sales by affiliated and

reported amount of a bank holding company's deferred unaffiliated entities, the reporting bank holding company
tax assets. The Federal Reserve excludes from regulator)énd its subsidiaries may rely on the sales information

capital the amount of net unrealized holding gains and . o . L

losses on available-for-sale securities (except net unreal-prOVIOIed by these entities when completing this item.
ized holding losses on available-for-sale equity securities The following are some examples of the types of trans-
with readily determinable fair values). When determin- actions to be reported as sales (when the above condi-
ing the regulatory capital limit for deferred tax assets, a tions are met): initial and subsequent mutual fund and

Treatment of deferred tax assets relating to available-for-
sale securities:In accordance with FASB Statement
No. 115, “Accounting for Certain Investments in Debt
and Equity Securities,” available-for-sale securities are
reported in the FR Y-9C at fair value, with unrealized
holding gains and losses on such securities, net of tax

Instructions for Preparation of Reporting Form FR Y-9C HC-G-7
Schedule HC-G  March 1997



Schedule HC-G

annuity purchases, exchanges within a family of funds, proprietary product is a product for which the reporting

reinvestment of income (dividends and capital gains), bank holding company or a subsidiary or other affiliate

and sweep account activity. Other examples (when theof the reporting bank holding company acts as invest-
above conditions are met) include sales made on thement adviser and performs additional support services.
premises of the bank holding company or its subsidi- In a private label product, an unaffiliated entity acts as
aries, in space that is leased to or otherwise occupied bythe investment adviser. The identity of the investment
another entity; sales that are made by an entity that isadvisor is normally disclosed in the prospectus for a
located off-site and not on the reporting bank holding mutual fund or annuity. Mutual funds and annuities that
company’s or its subsidiaries’ premises when the entity are not proprietary or private label products are consid-
receives customer referrals from the bank holding com- ered third party products. For example, third party mutual
pany or its subsidiaries and these referrals are the basisunds and annuities include products that are widely
upon which the bank holding company or its subsidiaries marketed by numerous parties to the investing public and
receive income; sales to retail customers and institutionalhave investment advisors that are not affiliated with the
investors; and sales of load and no-load products. Salegeporting bank holding company.

should be reported gross and not net of redemptions
(gross redemptions are reported in line item 21). How-
ever, with respect to sweep accounts, the bank holding

g\?vrgpf %%ostzzu:goaeepo:;;?é taf\lj?\?%ilci”:j%ungucﬁnfu?ﬁs more than once. For example, in a situation where Banks
P y y 9 A, B, C, and D are subsidiaries of a holding company

guarter and not the aggregate amount of funds swept into

the monev market fund during the aquarter. The avera eand Bank A advises a family of mutual funds sold by all
y 9 q ) 49€¢5ur banks of the holding company and Bank A receives
may be computed from the amount of funds swept into

the money market fund for each day for the calendar an advisory fee for mutual funds sold by all four banks,

quarter or from the amount of funds swept into the the holding company should report only the mutual funds

money market fund on each Wednesday during the calen—SOId by Banks A, B, C, and D. A similar situation would

dar quarter. For example, the reporting bank holding occur if a holding company’s nonbank subsidiary leased
' ! space on the premises of the holding company’s subsidi-

company has oné sweep account and uses the Wed.ne%iry bank for the purpose of selling mutual funds to the

day reporting option. T_here are 13 Wednesday; during subsidiary bank’s customers. In this instance, the holding

the quarter. The following amounts were _swept into the company should report the sales of the nonbank subsidi-

money market fund each Wednesday during the quarter:ary since it is the entity transacting the sale.

Week 1: $1,000; Week 2: $5,000; Week 3: $0; Week 4:

$4,000; Week 5: $5,000; Week 6: $4,000; Week 7:

$3,000; Week 8: $0; Week 9: $3,000; Week 10: $2,000; Line Iltem 20(a) Money market funds.

Week 11: $3,000; Week 12: $4,000; Week 13: $5,000.

The average amount of funds swept into the money

market fund on each Wednesday during the quarter wa;

$3,000 (i.e., the sum of the amounts for weeks 1-13

$39,000, divide by 13). This average amount (i.e.

Do not consolidate the mutual fund and annuity sales of
bank holding companies’ subsidiaries if such consolida-
tion would lead to reporting the same sale transaction

Report the amount of sales (in domestic offices) during
the quarter ending with the report date of mutual funds
Sthat, based on their investment objectives, can best be
' characterized as money market funds. Money market
. > " mutual funds are mutual funds which invest exclusively
$3,000) would be included in item 20(a) of Sched- in short-term debt securities with the objective of provid-
ule HC-G. ing liquidity and preserving capital while also earning
Mutual fund is the common name for an open-end income.

investment company whose shares are sold to the invest-

ing public. An annuity is an investment product, typi-
cally underwritten by an insurance company, that pays
either a fixed or variable payment stream over a specifiedReport the amount of sales (in domestic offices) during
period of time. Both proprietary and private label mutual the quarter ending with the report date of mutual funds
funds and annuities are established in order to be mar-that, based on their investment objectives, can best be
keted primarily to a banking organization’s customers. A characterized as equity securities funds. Equity securities

Line Item 20(b) Equity securities fund.
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funds are mutual funds that invest primarily in equity those redemptions of mutual funds and annuities that

securities (e.g., common stock). would have initially met the conditions for reporting in
line item 20 above. Report redemptions regardless of
Line Item 20(c) Debt securities funds. when the related sale took place (i.e., the sale occurred in

. . ) . the second quarter of 1994 and the redemption occurred
Report the amount of sales (in domestic offices) during during the fi?st quarter of 1995). Bank holging compa-

the quarter ending with the report date of mutual funds _. .9
nies, when necessary, may rely on redemption informa-

that, based on their investment objectives, can best betion rovided by unaffiliated entities. With respect to
characterized as debt securities funds. Debt securities P y ' P

funds are mutual funds that invest primarily in debt sweep accounts, redemption activity should be reported

securities (e.g., corporate bonds, U.S. government securitn @ manner consistent with the reporting of sweep

. -~ " " account sales. The average dollar amount of money
ties, municipal securities, mortgage-backed securities). market fund shares sold during the quarter should be

reported, not the aggregate amount of money market
fund shares sold during the quarter. The average redemp-
Report the amount of sales (in domestic offices) during tion activity, for money market fund shares sold in con-
the quarter ending with the report date of mutual funds junction with sweep account activity, may be computed
that, based on their investment objectives, cannot prop-either by averaging the daily dollar amount of shares
erly be reported in one of the three preceding items. sold during the calendar quarter, or by averaging the
Other funds may include mutual funds that invest in a dollar amount of shares sold each Wednesday during the
mix of debt and equity securities. calendar quarter.

Line Item 20(d) Other mutual funds.

A mutual fund redemption occurs when shares of a fund
are sold. An annuity redemption occurs when an annuity
Report the amount of sales (in domestic offices) during contract enters the payout stage (e.g., a fixed or variable
the quarter ending with the report date of annuities, payment is made to the annuitant over a specified period
including variable annuities. of time) or is terminated, or when the annuitant chooses
to receive a lump sum payment.

Line Item 20(e) Annuities.

Line Item 20(f) Sales of proprietary mutual funds
and annuities. Line Item 22 Net unamortized realized deferred

Report the total sales (in domestic offices) during the gains (losses) on off-balance-sheet derivative

. . . contracts included in assets and liabilities reported
guarter ending with the report date of proprietary mutual in Schedule HC
funds and annuities. These sales will also have been '
included in items 20(a) through 20(e) above. Under GAAP, realized gains and losses on derivatives
that qualify as hedges of existing assets, liabilities, firm
commitments or anticipated transactions may be deferred
from income and are generally recognized as adjust-
Bank holding companies that do not sell proprietary ments to the carrying amount of the items hedged. These
mutual funds and annuities should report a zero or the deferred gains and losses are generally amortized to
word “none” in this item. income over the life of the hedged position.

A general description of a proprietary product is included
in the instructions to item 20 above.

Report the net amount of unamortizezhlizeddeferred
gains and losses on derivatives (e.g., that are incorpo-
rated as adjustments to the book value of existing assets
Report the gross principal dollar amount of mutual fund or liabilities). Theunrealizedgains and losses on deriva-
and annuity redemption activity during the quarter end- tives that qualify as hedges are not to be reported in this
ing with the report date, to the extent that such informa- item, but are included in the gross positive and negative
tion is available. For purposes of this item, report only fair values reported in Part Ill, Schedule HC-F, item 4.

Line Item 21 Total Gross redemptions of mutual
funds and annuities.
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LINE ITEM INSTRUCTIONS FOR

Past Due and Nonaccrual Loans, Lease
Financing Recelvables, Placements,
and Other Assets

Schedule HC-H

General Instructions Definitions

Report on afully consolidated basisassets (including  Past due—For purposes of this schedule, grace periods
loans, lease financing receivables, and placements) thaallowed by the bank holding company after an asset
are past due or are in nonaccrual status, regardless ofechnically has become past due but before the imposi-
whether such credits are secured or unsecured andion of late charges are not to be taken into account in
regardless of whether such credits are guaranteed by theéletermining past due status. Assets (including loans,
government or by others. All such assets should be lease financing receivables, placements, debt securities,
distributed by category, whether held in domestic or and other assets) are to be reported as past due when
foreign offices of the bank holding company or its con- either_ interest or principal is due and unpaid and still
solidated subsidiaries. Loan amounts should be reported@ccruing.

net of unearned income to the extent that the same ) . .
Furthermore, loans and lease financing receivables are to

categories of loans are reported net of unearned incomebe reported as past due when either interest or principal
in Schedule HC-B, Part I. All lease, debt security, and . P P P P

other asset amounts must be reported net of unearned” unpaid in the following circumstances:

income. Report théull outstanding balances of past due (1) Closed-end monthly installment loans, amortizing
and nonaccrual assets, not simply the delinquent  |oans secured by real estate, and any other loans and
payments. lease financing receivables or other assets with pay-
ments scheduled monthly are to be reported as past
due when the borrower is in arrears two or more
monthly payments. (At a bank holding company’s
option, loans and leases with payments scheduled
monthly may be reported as past due when one
scheduled payment is due and unpaid for 30 days
or more.) Other multipayment obligations with
payments scheduled other than monthly are to be
reported as past due when one scheduled payment is

The information reported in column A, “Past due
30 through 89 days and still accruing,” and memoran-
dum item 2 on loans and lease financing receivables that
were restructured and that are now past due 90 days or
more and still accruing or are in nonaccrual status will be
treated as confidential by the Federal Reserve.

Consolidated bank holding companies who service for

others Government National Mortgage Association
(GNMA) pools consisting of 1 to 4 family residential

mortgage loans insured by the Federal Housing Adminis- (

tration (FHA) or the Farmers Home Administration
(FmHA) or guaranteed by the Veterans Administration
(VA) and who, to satisfy GNMA's servicing require-

ments, choose to purchase delinquent FHA, FmHA, or
VA residential mortgages in foreclosure status from the (3)

pool in lieu of continually to make monthly advances to

the pool need not report such loans in Schedule HC-H,

provided the process of reimbursement by FHA, FmHA,
or VA is proceeding normally.
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due and unpaid for 30 days or more.

) Open-end credit such as charge-card plans, check

credit, and other revolving credit plans are to be
reported as past due when the customer has not
made the minimum payment for two or more billing
cycles.

Single payment and demand notes, debt securities,
and other assets providing for the payment of interest

at stated intervals are to be reported as past due after
one interest payment is due and unpaid for 30 days

or more.
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(4) Single payment notes, debt securities, and otherplace all other extensions of credit to that borrower in
assets providing for the payment of interest at matu- nonaccrual status. When a depository institution has
rity are to be reported as past due after maturity if multiple loans or other extensions of credit outstanding
interest or principal remains unpaid for 30 days or to a single borrower, and one loan meets criteria for
more. nonaccrual status, the depository institution should evalu-

ate its other extensions of credit to that borrower to

(5) Unplanned overdrafts are to be reported as past duedetermine whether one or more of these other assets
if the account remains continuously overdrawn for should also be placed in nonaccrual status.

30 days or more. . S . .
A depository institution (or the receiver of a failed

For purposes of this schedule, a full payment in comput- institution) may sell loans or debt securities that the
ing past due status for consumer installment loans (bothinstitution had maintained in nonaccrual status. Such
closed-end and open-end) is defined to include a partialloans or debt securities that have been acquired from an
payment equivalent to 90 percent or more of the contrac- unaffiliated third party by a depository institution should
tual payment. be reported by the purchaser in accordance with AICPA
Practice Bulletin No. 6. When the criteria specified in
this Bulletin are met, these assets may be placed in
accrual status.

NOTE: The time period used for reporting past due
status as indicated above may not in all instances con-
form to those utilized by the Federal Reserve in bank
holding company examinations. As a general rule, a nonaccrual asset may be restored to

. accrual status when (1) none of its principal and interest
Nonaccrual—For purposes of this schedule, assetsjs due and unpaid, and the bank holding company expects
(including loans, lease financing receivables, placements,repaymem of the remaining contractual principal and
debt securities, and other assets) are to be reported agterest,or (2) when it otherwise becomes well secured
being in nonaccrual status if (a) they are maintained on agng in the process of collection. For purposes of meeting
cash basis because of deterioration in the financial posi-the first test, the bank holding company must have
tion of the borrower, (b) payment in full of interest or  received repayment of the past due principal and interest
principal is not expected, or (c) principal or interest has nless, as discussed in the Glossary entry for “non-
been in default for a period of 90 days or more unless the accryal status,” the asset has been formally restructured
obligation is both well secureand in the process of  and qualifies for accrual status, or the asset has been
collection. acquired at a discount (because there is uncertainty as to
the amounts or timing of future cash flows) from an
unaffiliated third party and meets the criteria for amorti-
zation (i.e., accretion of discount) specified in AICPA
Practice Bulletin No. 6.

A debt is “well secured” if it is secured by (1) collateral

in the form of liens on or pledges of real or personal

property, including securities, that have a realizable value
sufficient to discharge the debt (including accrued inter-
est) in full, or (2) the guaranty of a financially respon- For further information, see the Glossary entry for “non-
sible party. A debt is “in the process of collection” if  accrual of interest.”

collection of the debt is proceeding in due course either _ o )
through legal action, including judgment enforcement NOTE: Loans to individuals for household, family, and

procedures, or, in appropriate circumstances, throughCther personal expenditures and loans secured by 1 to
collection efforts not involving legal action that are rea- 4 family residential properties on which principal or

sonably expected to result in repayment of the debt or in INtérest is due and unpaid for 90 days or more are not
its restoration to a current status in the near future. required to be reported as nonaccrual loans. Neverthe-
less, such loans should be subject to other alternative

Nonaccrual status for an asset should be determinedmethods of evaluation to assure that the bank’s net
based on an assessment of the individual asset’s collectincome is not materially overstated. To the extent that
ibility and payment ability and performance. Thus, when the bank holding company has elected to carry any loans
one loan to a borrower is placed in nonaccrual status, ain nonaccrual status on its books, such loans must be
depository institution does not automatically have to reported as nonaccrual in this schedule.
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Restructured—For purposes of this schedule, restruc-Line Item 3(a) U.S. banks and other U.S.
tured loans and leases are those loans and leases whogkepository institutions.

terms have been modified, because of a deterioration in
the fm_anmal position of the bor_rov_ver, to provide fo_r a acceptances of other U.S. banks as defined in Sched-
reduction of either interest or principal. Once an obliga- :

. : ule HC-B, Part I, item 4.

tion has been restructured because of such credit prob-
lems, it continues to be considered restructured until paid )
in full or, if the obligation yields a market rate, until the Line Item 3(b) Foreign banks.

year subsequent to the year in which the restructuring Corresponds to Schedule HC-B, Part I, item 3(b) and
takes place. acceptances of foreign banks as defined in Sched-

A loan extended or renewed at a stated interest rate equat!le HC-B, Part |, item 4.

to the current interest rate for a new debt with similar

risk is not considered a restructured loan. Also, a loan to Line Iltem 4 Loans to finance agricultural

a purchaser of “other real estate owned” by the reporting production and other loans to farmers.

bgnk holding company for the_ purpose o_f facilitating the Corresponds to Schedule HC-B, Part I, item 5.
disposal of such real estate is not considered a restruc-
tured loan.

Corresponds to Schedule HC-B, Part |, item 3(a) and

' _ Line Item 5 Loans to individuals for household,
For further information, see the Glossary entry for family, and other personal expenditures.

“troubled debt restructurings.” ] ] ) )
Report in the appropriate subitem credit card and related

. plans and other loans to individuals for household, fam-
ltem Instructions ily, and other personal expenditures that are past due or

The loan and lease categories specified in this scheduldn nhonaccrual.

correspond to the loan and lease category definitions for

Schedule HC-B, Part I, and the “Other assets” category Line Item 5(a) Credit card and related plans.

_corresponds to category definitions _for S_chgdule HC, Corresponds to Schedule HC-B, Part I, item 6(a).

items 1, 2, 5, and any other appropriate line item cate-

gory definition. '
Line ltem 5(b) Other.

Line Item 1 Loans secured by real estate. Corresponds to Schedule HC-B, Part I, item 6(b).

For bank holding companies with domestic and for-
eign offices: Corresponds to Schedule HC-B, Part |, Line Item 6 Loans to foreign governments and
item 1, column A. official institutions.

For bank holding companies with domestic offices  Corresponds to Schedule HC-B, Part |, item 7.
only: Corresponds to Schedule HC-B, Part I, items 1(a)

through 1(e). Line Item 7 All other loans.

Line Item 2 Commercial and industrial loans. Corresponds to Schedule HC-B, Part |, item 8.
Corresponds to Schedule HC-B, Part |, items 2(a) and | jne [tem 8 Lease financing receivables
2(b). '

Corresponds to Schedule HC-B, Part I, item 9.

Line Item 3 Loans to depository institutions.

Report an amount in the appropriate subitem below for Line ltem 9 Other assets.

past due and nonaccrual loans to depository institutions.Report in this item all other past due and nonaccrual
Also include in the appropriate subitem acceptances of assets (other than real estate owned), including but not
other banks. limited to, placements and debt securities.
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Exclude other real estate owned reportable in Sched- e.g., acquiring, developing and renovating commercial
ule HC, item 7, and other repossessed assets reportabland residential real estate, that are reported in items 2
in Schedule HC, item 11, such as automobiles, boats,and 7 above.

equipment, appliances, and similar personal property. Such past due and nonaccrual loans generally may

) include, but are not limited to:
Line ltem 10 Total. ' .
(1) loans made for the express purpose of financing real

Report the sum of items 1 through 9. estate ventures as evidenced by loan documentation
or other circumstances connected with the loan; or

Memoranda (2) loans made to organizations or individuals 80 per-
Line ltem M1 Loans and leases included in items cent of whose revenue or assets are derived from or

1.2 3.5 6 7 and 8 above extended to non-U.S. consist of real estate ventures or holdings.
addressees. Excludefrom this item all loans secured by real estate,

Report in columns A, B, and C, as appropriate, the total which are included in Schedule HC-H, item 1 of this
amount of past due and nonaccrual loans and leasesSchedule.

extended to customers domiciled in a foreign country. ) _
o o Line Item M4 Loans secured by real estate in
See the Glossary entry for “domicile” for a definition of  jomestic offices.

non-U.S. addressee. ) ) )
Report in the appropriate subitem below the amount of

past due and nonaccrual loans secured by real estate in

Line Item M2 Restructured loans and leases . )
domestic offices.

included in items 1 through 8 above.

Report in columns A, B, and C, as appropriate, the total Line Item M4(a) Construction and land
amount of restructured loans and leases included in itemsdevelopment.

1 thrOL.'gh 8 apove that are past due 30 through 89 daySCorresponds to Schedule HC-B, Part |, item 1(a).
and still accruing (column A), past due 90 days or more
and still accruing (column B), or that are in nonaccrual
status (column C). Howeveexcludefrom this item all
restructured loans secured by 1-4 family residential Corresponds to Schedule HC-B, Part |, item 1(b).
properties and all restructured loans to individuals for

household, family, and other personal expenditures. Line Item M4(c) Secured by 1-4 family residential

. properties.
For purposes of this schedule, restructured loans and

leases include those loans and lease financing receivable
that have been restructured to provide a reduction of
either interest or principal because of a deterioration in
the financial position of the borrower.

Line Item M4(b) Secured by farmland.

Report in the appropriate subitem the amount of all loans
secured by 1-4 family residential properties (in domestic
offices) that are past due or in nonaccrual status.

. Line Item M4(c)(1) Revolving, open-end loans
A loan extended or renewed at a stated interest rate equakecured by 1-4 family residential properties and

to the current interest rate for new debt with similar risk extended under lines of credit.

is not considered restructured debt. ) )
Report the amount outstanding under all revolving, open-

end loans secured by 1-4 family residential properties
and extended under lines of credit (in domestic offices)
that are past due 30 days or more or are in nonaccrual
status as of the report date. Corresponds to Sched-
Report in this item past due and nonaccrual loans toule HC-B, Part I, item 1(c)(1) (column B for bank
finance commercial and residential real estate activities,holding companies with foreign offices).

Line Item M3 Loans to finance commercial real
estate, construction, and land development activities
included in items 2 and 7 above.
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Line Item M4(c)(2) All other loans secured by Items 6.a through 6.b are to be reported only by bank
1-4 family residential properties. holding companies with total consolidated assets of

Report the amount of all closed-end loans secured by$l b'”'.on or more, or with $2 biliion or more n
par/notional amounts of off-balance-sheet derivative

1-4 family residential properties (in domesnc offices) contracts (as reported in Schedule HC-F, Part Ill,
that are past due 30 days or more or are in nonaccrual.
items 1(a) through 1(e)).

status as of the report date. Corresponds to Sched-
ule HC-B, Part I, item 1(c)(2) (column B for bank

holding companies with foreign offices). Line ltem M6 Inte.rest rate, fqreign exchange rate,

and other commodity and equity contracts.
Line Item M4(d) Secured by multifamily (5 or Report in the appropriate subitem the specified informa-
more) residential properties. tion on all interest rate, foreign exchange rate, and other
Corresponds to Schedule HC-B, Part I, item 1(d). off-balance-sheet commodity and equity contracts (as

defined in Schedule HC-F, Part Ill, item 1) on which the
required payment by the bank holding company or its
consolidated subsidiaries’ counterparty is past due
30 days or more as of the report date.

Line Item M4(e) Secured by nonfarm
nonresidential properties.

Corresponds to Schedule HC-B, Part |, item 1(e).
Line Item M6(a) Book value of amounts carried

Line Item M5 L(_Jans and leases repor_ted in as assets.

Schedule HC-H, items 1 through 8, which are . _

wholly or partially guaranteed by the U.S. For each interest rate, foreign exchange rate, or other
government. off-balance-sheet commodity or equity contract on which

a required payment by the bank holding company or
Report the aggregate book value of all loans and leasess consolidated subsidiaries’ counterparty is past due

reported in Schedule HC-H, items 1 through 8, for which 30 gays or more as of the report date, report the amount,
repayment of principal is wholly or partially guaranteed it any related to the past due contract that the bank

by the U.S. government, including its agencies and its jo|ding company carries as assets on its balance sheet
government-sponsored agencies. Examples include '0‘?‘n%ScheduIe HC). These amounts may include an amount
guaranteed by the Federal Deposit Insurance Corporatiothccryed as a receivable, the unamortized amount of the

(FD_IC) (through _Ioss-sharing arrange_ments in FD'C' premium paid for an interest rate cap or floor, and/or the
assisted acquisitions), the Small Business Administra- t5ir value of a contract in a gain position.

tion, and the Federal Housing Administration. Amounts
need not be reported in this item if they are considered

immaterial. Line Item M6(b) Replacement cost of contracts

with positive replacement cost.

Excludefrom this item loans and lease guaranteed by For each interest rate, foreign exchange rate, or other
state or local governments, state or local government ’ 9 9 ’

agencies, foreign (non-U.S.) governments, and priVa,[eoff—balf_ance—sheet co.mmodity or equity contract on which
agencies or organizations. Also exclude loans and leaseé required payment is past due 30 days or more as of the
collateralized by securities issued by the U.S. govern- report date, report the replacement cost (i.e., the mark-to-

e hiiony e 1 Sovronen, O 0k 1 s g 1 el T
sponsored agencies. p P P

item regardless of whether they have been reported as
assets on the balance sheet (Schedule HC). Do not
include the replacement cost of those past due contracts
with negative mark-to-market values. The replacement

Report the maximum amount recoverable from the U.S. cost is defined as the loss that would be incurred in the

government, including its government-sponsored agen-event of a counterparty default, as measured by the net
cies, under the guarantee provisions applicable to thecost of replacing the contract at current market rates. The
loans and leases included in Memorandum item 5 above.replacement cost is to be measured in dollars, regardless

Line Item M5(a) Guaranteed portion of loans and
leases included in Memorandum item 5.
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of the currency or currencies specified in the contract, (3) report single payment and demand notes providing
and should reflect changes in both interest rates and for payment of interest at stated intervals after one
counterparty credit quality. Positive replacement costs interest payment is due and unpaid for 30 through
reported in this item for past due interest rate and foreign 89 days;

exchange rate contracts that are covered by the risk-
based capital guidelines should be also included in the
amounts reported in Schedule HC-I, Part Il, memoranda
item 1.

(4) report single payment notes providing for payment
of interest at maturity, on which interest or principal
remains unpaid for 30 through 89 days after matu-
rity; unplanned overdrafts, whether or not the bank
holding company is accruing interest on them, if
the account remains continuously overdrawn for
30 through 89 days.

Report in column B the loans, lease financing receiv-
ables, placements, and other assets on which payment is
Report in columns A and B the full outstanding balances due and unpaid for 90 days or more.

not just delinquent payments) of assets (including loans, .
(not] . ha bay ) ( g gpcludeln column A all restructured loans and leases that

are past due 30 to 89 days and still accruing and in
column B all restructured loans and leases that are past
due 90 days or more and still accruing. Howeeslude
Report in column A loans and lease financing receivablesassets (including loans, leases, and placements) that are
that are past due and accruing, as follows: in nonaccrual status (report in column C).

Column Instructions

Columns A, B, and C are mutually exclusive. Any given
asset should be reported in only one of these columns.

due and upon which the bank holding company contin-
ues to accrue interest.

(1) Report closed-end monthly installment loans, amor- Report in column Ghe outstanding balances of assets
tizing loans secured by real estate, lease financing(including loans, lease financing receivables, and place-
receivables, and open-end credit in arrears two or ments) that the bank holding company has placed in
three monthly payments; nonaccrual status. Aldacludein this column all restruc-

(2) report other multipayment obligations with pay- tured loans and leases that are in nonaccrual status.

ments scheduled other than monthly when one NOTE: Columns A, B, and C are mutually exclusive.
scheduled payment is due and unpaid for 30 through The full outstanding balance of any asset should be
89 days; reported in no more than one of these three columns.
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LINE ITEM INSTRUCTIONS FOR

Risk-Based Capital
Schedule HC-I

General Instructions Moreover, because the Risk-Based Guidelines reflect the
credit risk associated not only with the obligor, but also
with the nature and quality of collateral and guarantees,
it is possible that portions of a single transaction will be
recorded in different risk categories. For example, if a
loan is fully secured by a 1-4 family residential property
and that loan is also guaranteed by the Veteran’s Admin-
This schedule requests the additional information istration (VA), the portion of the loan that is guaranteed
required to compute risk-based capital under the Federalpy the VA will be recorded as conditionally guaranteed
Reserve Board’s Capital Adequacy Guidelines for Bank by U.S. government agencies and weighted at 20 percent,
Holding Companies (Regulation Y, (12 CFR 225), while the remaining portion will be recorded either as
Appendix A) (the “Risk-Based Guidelines”) and is to be qualifying loans secured by 1-4 family properties and
reported on a fully consolidated basis. The Risk-Based weighted at 50 percent or as assets weighted at 100 per-
Guidelines establish four general categories of credit cent, depending upon the terms under which the loan was
risk, which are represented by the four columns (that is, extended.

%, 20% % 100%) incl i I Il of . N . .
0%, 20%, 50%, or 100%) included in parts | and If o This schedule is divided into two parts. The first part

this schedule and described below. The gross amounts
of on-balance sheet assets and tredit equivalent covers balance sheet assets, the second part covers off-

amounts of off-balance-sheet items are assigned to thed@lance-sheet transactions that must be converted to a
risk categories according to obligor, or when relevant, credit equivalent amount and then assigned to a credit

according to the guarantor or the nature and quality of r_|sk category in accordance with the Risk-Based Gwd'e-
the collateral. lines. A separate schedule, Schedule HC-IC, contains

additional information on Tier 1 and Tier 2 capital com-

ponents not available elsewhere on this report for the
Under the Risk-Based Guidelines, the primary determi- respondent bank holding company.
nant of the risk category of a particular transaction is
the obligor. To a limited extent, collateral or guarantees
securing some obligations may be used to place an item
or items in lower risk weights than would be available
to the obligor. Generally, when a transaction may be
assigned to more than one risk category, that transactio
would be assigned to the lowest eligible risk category. Part Il of this schedule requires the reporting of four
An exception to this general rule exists for an investment groupings of off-balance-sheet transactions. The trans-
in shares of a fund comprised of assets. In that case, theactions are grouped by conversion factors. The direct
lowest risk weight category to which the investment can credit substitutes, which have been converted at 100%,
be assigned is 20%, or if the assets in the fund areare listed in the same group of items; transaction-related
eligible for more than one category, the total investment contingencies, which have been converted at 50%, are
would be categorized in the highest risk category applica-in a separate group of items; and short-term, self-
ble to the assets comprising the fund. liquidating, trade-related contingencies, which have been

This schedule is to be completed only by consolidated
bank holding companies with total assets of $150 million
or more.Only the top-tier bank holding company is
required to submit this schedule.

Part | of this schedule requires the reporting of detailed
line items in balance sheet order. The gross outstanding
balance of each line item is to be distributed among the
four risk-weight categories (columns A through D), as
nspecified by the Risk-Based Guidelines.
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converted at 20%, are in a third group of items. The weight when determining the bank holding com-

fourth group of items are off-balance-sheet derivative pany’s total credit risk-weighted on-balance-sheet

contracts, for which a credit-equivalent amount must assets.However, foreign exchange positions that are
be calculated in accordance with the methods specifiedoutside of the trading account and all over-the-counter
in the Risk-Based Guidelines, prior to assigning an (OTC) derivatives continue to have a counterparty credit
appropriate risk-category. The credit equivalent amount risk capital charge. Those positions are included in both
of each line item is to be distributed among the four gross risk-weighted assets for credit risk and the bank

columns, according to the risk category assigned to holding company’s covered positions for market risk.

h t tion, i d ith the Risk-Based . :
gallﬁde”rnagssac on, In accordance wi € RiskBase The value-at-risk (VAR) of the bank holding company’s

covered positions should be used to determine the bank
If the reporting bank holding company has not estab- holding company’s measure for market risk. VAR is an
lished systems to supply the detailed line items by risk estimate of the amount by which a bank holding com-
category, it may, at its option, choose to report the entire pany’s positions in a risk category could decline due to
amount of an item in the 100% risk weight (column D) expected losses in the bank holding company’s portfolio
provided the consolidated company meets the minimum due to market movements during a given period, mea-
risk-based capital ratios required by the Risk-Based sured with a specified confidence level. A bank holding
Guidelines. company’s measure for market risk equals the sum of its
VAR-based capital charge, the specific risk add-on (if

) ) o any), and the capital charge for de minimus exposures (if
Market Risk Capital Guidelines any). A bank holding company’s market risk equivalent
" . assets equal its measure for market risk multiplied by

Treatment of covered positions by bank holding com- 12.5 (the reciprocal of the minimum 8.0 percent capital

panies that are subject to the market risk capital guide- ~ " . . . .
lines. The Federal Reserve'’s risk-based capital standardsratlo)' Bank holding companies subject to the market risk

require all bank holding companies with significant capital guidelines must main.tai.n an oyerall minimum

: . . 8.0 percent ratio of total qualifying capital (the sum of
market r!s!< to measure th_e_lr mark_et risk exposure and Tier 1 capital (both allocated and excess), Tier 2 capital
hold sufficient capltal to mltlgatg this exposure. In gen- (both allocated and excess), and Tier 3 capital (allocated
e_ral, a k_)ank hold.mg company 1S subject o the ”’!a_”‘et for market risk), net of all deductions) to risk-weighted
risk capital guidelines if its consolidated trading activity, ,ccets and market risk equivalent assets. Bank holding
defined as the sum of trading assets and liabilities

o companies should refer to the Federal Reserve’s capital
as reported in its most recent FR Y-9C, equals: (1) 10

! guidelines for specific instructions on the calculation of
percent or more of the bank holding company’s total ihe measure for market risk.

assets as reported in its most recent FR Y-9C, or (2) $1
billion or more. However, the Federal Reserve may
exempt or include a bank holding company if necessary Definitions

or appropriate for safe and sound banking practices. The definitions provided in this section are to be used as

A bank holding company that is subject to the market an aid in completing this schedule.

risk capital guidelines must hold capital to support its

exposure to general markeft risk arisi_ng from fluctuations Commitments

in interest rates, equity prices, foreign exchange rates, . o .
and commodity prices and its exposure to specific risk Commitments are legally binding arrangements that obli-
associated with certain debt and equity positions. Cov- 9até a banking organization to extend credit in the form
ered positions include all positions in a bank holding of loans or Ieases_; to pur(_:hase loans, securities, or other
company’s trading account, and foreign exchange and@SSets; or to participate in loans and leases. They also
commodity positions, whether or not in the trading include overdrqftfacmtles, (evolvmg c_redlt, home_eqwty
accountFor purposes of reporting in Schedule HC-I, and mortgage lines of credit, and similar transactions.

Part I, of the FR Y-9C, covered positions on the Normally, commitments involve a written contract or
balance sheet generally should be assigned a zero risk agreement and a commitment fee, or some other form of
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consideration. In the case of commitments structured asthis schedule, equity contracts should be accorded the
syndications, where the banking organization is obli- credit conversion factors that are discussed in the instruc-
gated solely for its pro rata share, only the proportional tions to Schedule HC-I, Part Il, memorandum item 2(f).

share of the syndicated commitment is taken into accountThese credit conversion factors must be used when calcu-
in calculating the risk-based capital ratio. lating the credit equivalent amounts reported in Sched-

A loan commitment is an agreement (with or without a Y€ HC-1, Partll, line item 10.

material adverse change or similar clause) of the banking
organization to fund its customar the normal coursef Exchange rate contracts

busme_ss should the customer need to draw upon theFor purposes of this schedule, exchange rate contracts
commitment.

include the following: cross-currency interest rate swaps;
Facilities that are unconditionally cancellable (without currency swaps (spot and forward); forward foreign
cause) at any time by the banking organization are notexchange contracts; currency options purchased; and any
deemed to be commitments, provided that the bankingother instrument that gives rise to similar credit risks.
organization makes a separate credit decision beforeExchange rate contracts should be accorded the credit

each drawing under the facility. conversion factors that are discussed in the instructions
to Schedule HC-I, Part I, memorandum item 2(b). These
Commodity and other contracts credit conversion factors must be used when calculating

the credit equivalent amounts reported in Schedule HC-I,
Commodity contracts are contracts that have a return, orpart |1, line item 10.

a portion of their return, linked to the price of or to an
index of precious metals, petroleum, lumber, agricultura
products, etc. Commaodity contracts include: commodity-
linked swaps; commodity-linked options purchased;
forward commodity-linked contracts; and any other
instrument that gives rise to similar credit risk. Commod-
ity and other contracts also include any other contracts
that are not reportable as interest rate, foreign exchange
or equity derivative contracts. For purposes of this sched-
ule, gold contracts should be accorded the credit conver-
sion factors that are discussed in the instructions to
Schedule HC-I, Part Il, memorandum item 2(c). Other Interest rate contracts

precious metals and other commodity contracts should|nterest rate contracts include: single currency interest
be accorded the credit conversion factors that are dis-rate swaps; basis swaps; forward rate agreements; inter-
cussed in the instructions to Schedule HC-I, Part I, est rate options purchased (including caps, collars, and
memorandum items 2(d) and 2(e) respectively. Thesefloors purchased); and any other instrument that gives
credit conversion factors must be used when calculatingrise to similar credit risks (including when-issued securi-

the credit equivalent amounts reported in Schedule HC-I, ties and forward forward deposits accepted). Interest rate

| For purposes of risk-based capital, exclude exchange rate
contracts with an original maturity of 14 calendar days or
less and instruments traded on exchanges that require
daily receipt and payment of cash variation margin.
However, margin accounts or any other amounts associ-
ated with exchange-traded transactions that are booked
by the banking organizations as balance sheet assets
Should continue to be included as assets of the banking
organization and risk-weighted at 100 percent.

Part I1, line item 10. contracts should be accorded the credit conversion fac-
tors that are discussed in the instructions to Sched-
Equity contracts ule HC-I, Part Il, memorandum item 2(a). These credit

. conversion factors must be used when calculating the
Equity contracts are contracts that have a return, or acredit equivalent amounts reported in Schedule HC-I,
portion of their return, linked to the price of a particular part |1, line item 10.

equity or to an index of equity prices, such as the
Standard and Poor.s 5Q0. .Eqwty contracts mclude_: Intermediate-term preferred stock
equity-linked swaps; equity-linked options purchased;

forward equity-linked contracts; and any other instru- Intermediate-term preferred stock is a form of limited-
ment that gives rise to similar credit risk. For purposes of life preferred stock that has an original weighted average
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maturity of at least five years. (If the holder has the even though a more current appraisal showing decreases
option to require the issuer to redeem, repay, or repur-in value may be available.

chase the instrument prior to the original stated maturity,
maturity would be defined, for risk-based capital pur-

poses, as the earliest possible date on which the holde
can put the instrument back to the issuing banking
organization.)

In addition, include as loans secured by 1-4 family
Iresidential properties eligible to receive a risk weight of
50 percent, “loans to builders with substantial project
equity for the construction of 1-4 family residences that
have been presold under the firm contracts to purchasers
who have obtained firm commitments for permanent
qualifying mortgage loans and have made substantial

o ) earnest money deposits.”
Long-term preferred stock is limited-life preferred stock

that has an original maturity of 20 years. (If the holder The 50 percent risk weight can be applied to loans to
has the option to require the issuer to redeem, repay, oresidential real estate builders for 1-4 family residential
repurchase the instrument prior to the original stated Property construction only if the bank holding company
maturity, maturity would be defined, for risk-based capi- has obtained sufficient documentation that the buyer of
tal purposes, as the earliest possible date on which thethe home intends to purchase the home (i.e., has a legally

holder can put the instrument back to the issuing banking binding written sales contract) and has the ability to
organization.) obtain a mortgage loan sufficient to purchase the home

(i.e., has a firm written commitment for permanent
financing of the home upon completion), and so long as
the following additional criteria are met:

Long-term preferred stock

Loans secured by 1-4 family residential
properties, qualifying to be risk-weighted at

50 percent (1) The purchaser is an individual(s) who intends to

occupy the residence and is not a partnership, joint
venture, trust corporation, or any other entity (includ-

ing an entity acting as a sole proprietorship) that is
purchasing one or more of the homes for speculative
purposes.

A loan secured by 1-4 family residential properties is

considered to be qualifying, that is eligible to receive a

risk weight of 50 percent, when (1) the loans are made
subject to prudent credit standards; (2) the properties are
either owner or renter occupied; (3) the loan-to-value

ratios are conservative; (4) the loan-to-value ratios are (2) The builder must incur at least the first 10 percent of
based on the most current appraisals of the properties; the direct costs (i.e., actual costs of the land, labor,
(5) such appraisals conform to both the federal banking  and material) before any drawdown is made under
agencies’ real estate appraisal guidelines and the banking the construction loan and the construction loan may
organization’s internal appraisal guidelines; and (6) the not exceed 80 percent of the sales price of the
loans are not delinquent 90 days or more and are not  presold home.

carried in nonaccrual status. L
) The purchaser has made a substantial “earnest

money deposit” of no less than 3 percent of the

residence’s sales price and that deposit must be
subject to forfeiture if the purchaser terminates the
sales contract.

In cases where both first and junior liens are held and no
intervening liens exist, these transactions are treated as
single loans secured by a first lien on the properties for
determining the loan-to-value ratio. In addition, apprais-
als made at the inception of one to four family residential
property loans are to be used in calculating loan-to-value (4) The earnest money deposit must be held in escrow
ratios. Subsequent appraisals showing increased property by the bank financing the builder or by an indepen-
values may be used to support higher loan-to-value dent party in a fiduciary capacity and the escrow

ratios. However, to avoid penalizing banking organiza-
tions doing business in markets having declining real

estate values, appraisals of residential properties at incep-

tion are to be used in calculating loan-to-value ratios

HC-I-4

agreement must provide that, in the event of default
arising from the cancellation of the sales contract by
the buyer, the escrow funds must first be used to
defray any costs incurred by the lending bank.
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Multilateral lending institutions and regional The net current exposure is the sum of all positive and
development banks negative mark-to-market values of the individual con-
tracts included in the netting contract. If the net sum of

Multilateral Iending institutions and regional develop- the mark-to-market values is positive’ then the net cur-
ment banks are institutions where the U.S. government iSrent exposure is equa| to that sum. If the net sum of the

a shareholder or Contributing member. Such institutions mark-to-market values is zero or negative, then the net

include, but are not limited to the following: current exposure is zero.
(1) the International Bank for Reconstruction and Gross potential future exposure, (0gfsd, is calculated
Development (World Bank) by summing the estimates of potential future exposure
_ for each individual contract subject to the qualifying
(2) the Interamerican Development Bank bilateral netting contract. The potential future exposure

is determined by multiplying the notional principal
amount of each derivative contract by an appropriate
credit conversion factor. The credit conversion factor is
based on the remaining maturity and type of a particular
(5) the Asian Development Bank contract.

(3) the Bank for International Settlements

(4) the International Monetary Fund

The effect of the bilateral netting contract on the gross
potential future exposure is recognized through the appli-
(7) the European Investment Bank cation of a formula that results in an adjusted add-on
amount (Awep. The formula, which employs the ratio of
(8) the European Bank for Reconstruction and net current exposure to gross current exposure (NGR), is

(6) the African Development Bank

Development expressed as:
(9) the International Finance Corporation (a subsidiary Anet= (0.4 XAgrosd + 0.6 (NGR xAgosd
of the World Bank) The NGR may be calculated in accordance with either

the counterparty-by-counterparty approach or the aggre-
gate approach. Under the counterparty-by-counterparty
. . . approach, the NGR is the ratio of the net current expo-
Netting of off-balance-sheet derivative sure for a netting contract to the gross current exposure
contracts of the netting contract. The gross current exposure is the
sum of the current exposures of all individual contracts
that have positive marked-to-market values. Net negative
qmark—to—market values for individual netting contracts
with the same counterparty may not be used to offset net
positive mark-to-market values for other netting con-
tracts with the same counterparty.

(10) the Nordic Investment Bank

Netting of off-balance-sheet derivative contracts refers to
the offsetting of positive and negative mark-to-market
values when determining a current exposure to be use
in the calculation of a credit equivalent amount. Any
legally enforceable form of bilateral netting (that is,
netting with a single counterparty) of derivative contracts
is recognized for purposes of calculating the credit Under the aggregate approach, the NGR is the ratio of
equivalent amount. The netting contract must be legally the sum of all of the net current exposures for qualifying
enforceable in all relevant jurisdictions. bilateral netting contracts to the sum of all of the gross
current exposures for those netting contracts. Net nega-
tive mark-to-market values for individual counterparties
may not be used to offset net positive current exposures
for other counterparties.

The credit equivalent amount of contracts that are subject
to a qualifying bilateral netting contract is calculated by

adding (i) the current exposure of the netting contract
(net current exposure) and (ii) the sum of the estimates of
potential future credit exposures on all individual con- A bank holding company must use consistently either the
tracts subject to the netting contract (gross potential counterparty-by-counterparty approach or the aggregate
future exposure) adjusted to reflect the effects of the approach to calculate the NGR. Regardless of the
netting contract. approach used, the NGR should be applied individually
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to each qualifying bilateral netting contract to determine IMF associated with the Fund’s General Arrangements
the adjusted add-on for that netting contract. to Borrow.

In the event a netting contract covers contracts that are

normally excluded from the risk-based ratio calculation, Perpetual preferred stock

for example, exchange rate contracts with an original

maturity of fourteen or fewer calendar days, instruments Preferred stock is a form of ownership interest in a bank
traded on exchanges that require daily payment andor other company which entitles its holders to some
receipt of cash variation margin, or written options, a preference or priority over the owners of common stock,
bank holding company may elect to either include or usually with respect to dividends or asset distributions in
exclude all mark-to-market values of such contracts a liquidation. Perpetual preferred stock is preferred stock
when determining net current exposure, provided the that does not have a maturity date, that cannot be

method chosen is applied consistently. redeemed at the option of the holder of the instru-
ment,and that has no other provisions that will require
Non-OECD banks future redemption of the issue.

Non-OECD (Organization for Economic Cooperation The Federal Reserve's risk-based capital guidelines
and Development) banks include banks and their indicate that banking organizations must receive prior
branches (foreign and domestic) organized under theapproval from the Federal Reserve prior to redeeming
laws of countries that do not belong to the OECD-based permanent equity instruments, such as perpetual pre-
group of countries. For purposes of risk-based capital, ferred stock, or other capital securities prior to stated
central banks in non-OECD countries are excluded from maturity. Moreover, it has also been agreed at the interna-
the definition of non-OECD banks. See definition of tional level that cash redemptions of perpetual preferred
OECD countries below for a description of which coun- stock are permitted only at the issuer’s option and only
tries belong to the organization. with the consent of the supervisory authority.

Adjustable rate perpetual preferred stotk perpetual
OECD banks preferred stock in which the dividend rate is not affected
OECD banks include banks and their branches (foreign by the issuer’s credit standing or financial condition, but
and domestic) organized under the laws of countries thatjs adjusted periodically according to a formula based

belong to the OECD-based group of countries. See defi-solely on general market interest rates. Inist consid-
nition of OECD countries below for a description of ered “Dutch auction” preferred stock.

which countries belong to the organization.
Cumulative perpetual preferred stoék perpetual pre-

; ferred stock that has dividend rights that accumulate
OECD countries whether earned or not. Any dividends that are not
The OECD-based group of countries comprises all full declared by the board of directors (“passed”) that are
members of the Organization for Economic Cooperation |egally due will result in dividend arrearages that consti-
and Development, as well as countries that have con-tute a claim by cumulative preferred stockholders that

cluded special lending arrangements with the Interna- must be paid in full before any dividends may be paid
tional Monetary Fund (IMF) associated with the Fund’s tg the common shareholders.

General Arrangements to Borrow. The OECD includes

the following countries: Australia, Austria, Belgium, Noncumulative perpetual preferred stoik preferred
Canada, the Czech Republic, Denmark, the Federalstock thatis entitled to receive dividends, whether earned
Republic of Germany, Finland, France, Greece, Hungary, or not, before any dividend distribution may be paid to
Iceland, Ireland, lItaly, Japan, Luxembourg, Mexico, the common stockholders. If the board of directors does
Netherlands, New Zealand, Norway, Poland, Portugal, not declare (“pass”) the preferred stock dividends pay-
South Korea, Spain, Sweden, Switzerland, Turkey, the able during a particular year, dividends do not accumu-
United Kingdom, and the United States. Saudi Arabia late and there are no dividends in arrears on the preferred
has concluded special lending arrangements with thestock.
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Perpetual preferred stock based on an auction rete Reciprocal holdings of banking

preferrgd stock that has a var_lable interest rate that ISorganizations’ capital instruments

determined by a “Dutch auction” that is held every

49 days by the underwriter. The holders and any other Reciprocal holdings of banking organizations’ capital
potential buyers bid the dividend rate for which they instruments are cross-holdings of capital instruments
would be willing to buy or sell the shares. If a sufficient resulting from formal or informal arrangements in which
number of bids are received, the issue is resold at atwo or more banking organizations swap, exchange, or
uniform revised dividend rate. The purpose of the auc- otherwise agree to hold each other’s capital instruments.
tion is to obtain the lowest possible dividend rates Generally, such reciprocal holdings are deducted from
through a bidding process, while keeping the price of the capital where they are intentional.

stock at or near par value. If the auction fails, the iSsuer |yiarstate “stake out” investments or investments result-
has to pay another dividend rate, usually the compositejng from debts previously contracted are not deducted
commercial paper rate. If another auction is held and om capital at this time.

there is another consecutive failure, the issuer is required

to redeem the shares. ..
Securities lent

Privately-issued mortgage-backed securities, Securities lent refers to a banking organization’s lending
“qualifying” of its own investment or trading account securities or its

customer’s securities held in custody, safekeeping, trust,
Privately-issued mortgage-backed securities, “qualify- or pension accounts. This act creates an off-balance-
ing,” consist of privately issued mortgage-backed securi- sheet transaction against which capital is assessed under
ties, including pass-throughs and collateralized mortgagerisk-based capital, depending upon whether the lender of
obligations, that are secured by pools of 1-4 family the securities is at risk of loss.
residential mortgage loans. Privately-issued mortgage-

backed securities are considered to be “qualifying” (and When the banking_ _organization lends its own securiti_es,
may be treated as an indirect holding of the underlying whether the securities lent are unsecured or collateralized

assets) provided that: by c_:ash or some other for_m of collateral, it mu;t h_oId_
) ) capital against the transaction because the organization is
(1) The underlying assets are held by an independentg\yays at risk of loss. In addition, when a banking
trustee and the trustee has a first priority, perfected grganization lends the customer’s securities and indem-
security interest in the underlying assets on behalf of nifies the customer against loss, it must also maintain
the holders of the security; capital against the transaction. However, if an organiza-

(2) Either the holder of the security has an undivided pro tion does not indemnify securities lent on behalf of its
rata ownership interest in the underlying mortgage customers, the transaction excludedfrom the risk-
assets or the trust or single purpose entity (or con- based capital calculation.
duit) that issues the security has no liabilities unre-
lated to the issued securities; U.S. government agencies and corporations

(3) The security is structured such that the cash flow y 5. government agencies and corporations are defined
from the underlying assets in all cases fully meets a5 those instrumentalities of the U.S. government where
the cash flow requirements of the security without thejr opligations are fully and explicitly guaranteed as to
undue reliance on any reinvestment income; and  the timely payment of principal and interest by the full

(4) There is no material reinvestment risk associated faith and credit of the U.S. government. Such agencies
with any funds awaiting distribution to the holders of include, but are not limited to the following:

the security. (1) the Government National Mortgage Association

However, stripped mortgage-backed securities, including (GNMA)

interest-only strips (10s) or principal only strips (POSs) (2) the Veterans Administration (VA)
and similar instruments are not considered to be

“qualifying.” (3) the Federal Housing Administration (FHA)
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(4) the Export—Import Bank (Exim Bank) Column Instructions
(5) the Overseas Private Investment Corporation Each of the four columns (columns A through D) repre-
(OPIC) sents a credit risk category established by the Risk-Based

Guidelines. The possible risk weights are 0%, 20%, 50%,
and 100%. If a bank holding company has not estab-
(7) the Small Business Administration (SBA) lished the systems to determine the risk weight(s) appli-
cable for a transaction, it has the option of risk-weighting
that transaction at 100%. This section describes the broad
(9) the Guaranteed Student Loan Program categories of transactions that are assigned to each risk
weight category.

(6) the Commodity Credit Corporation (CCC)
(8) the Foreign Credit Insurance Association

(10) the Farmers Home Administration

Any securities issued or guaranteed by the agenciesc | A

. . . olumn

listed above are considereshiconditionally guaranteed _ _ _
Loans guaranteed by such agencies are considered to bgero percent (0%)Assign the following transactions a
conditionally guaranteedith the exception of the Export— ~ Zero risk weight:

Import _B_ank whose guarantee on loans is considered(l) Cash (domestic and foreign) held in subsidiary
unconditionally guaranteed depository institutions or in transit;

q . (2) Balances due from Federal Reserve Banks and cen-
U.S. government-sponsored agencies tral banks in other OECD countries;

U.S. government-sponsored agencies are defined a?3) Stock in Federal Reserve Banks:
agencies originally established or chartered by the fed- ’
eral government to serve public purposes specified by(4) Direct loans to and securities issued by the U.S.

the U.S. Congress but where their obligations aot Treasury and U.S. government agencies and the cen-
explicitly guaranteed by the full faith and credit of the tral governments of other OECD countries;
U.S. government. These agencies include, but are not - . .
limited to: (5) Loans, securities, or other claims (or portions
thereof)unconditionallyguaranteed by the U.S. Trea-
(1) the Federal Home Loan Mortgage Corporation sury and U.S. government agencies and the central
(FHLMC) governments of other OECD countries.
(2) the Federal National Mortgage Corporation Any securities issued or guaranteed by U.S. govern-
(FNMA) ment agencies and corporations are considered

unconditionally guaranteed. Loans guaranteed by
such agencies are considered to be conditionally
(4) the Federal Home Loan Bank System guaranteed with the exception of the Export—Import

(5) the Student Loan Marketing Association (SLMA) Bank whose guarantee 9” loans is considered
unconditionally guaranteed,;

(3) the Farm Credit System

(6) the Federal Agricultural Mortgage Corporation o
(6) Balances due from, loans to, securities issued by, or

(7) the Postal Service other claims denominated in local currencies on the
central governments of non-OECD countries (includ-
ing the central banks of non-OECD countries), to the
(9) the Financing Corporation (FICO) extent that subsidiary depository institutions have
liabilities booked in that currency;

(8) the Financial Assistance Corporation (FAC)

(10) the College Construction Loan Insurance
Association (7) Balances, loans, securities, or other claims denomi-

(11) the Tennessee Valley Authority (TVA) nated in local currencies that arenconditionally
guaranteed by the central governments of non-

(12) Resolution Funding Corporation (REFCORP) OECD countries (including the central banks of
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(8)

(9)

non-OECD countries), to the extent that subsidiary
depository institutions have liabilities booked in that
currency; and

Gold bullion held in the vaults of a subsidiary

depository institution or in another’'s vaults on an

allocated basis, to the extent offset by gold bullion
liabilities.

Claims (loans, securities, or other claims) that are
collateralizedby:

(a) securities issuedr guaranteed by the U.S. Trea-
sury, the central governments of OECD coun-
tries, or by U.S. government agencies; and

(b) cash on deposit in the subsidiary depository
institutions.

Note: Include in the zero percent risk weight only
those collateralized claims, as described in 9(a) and
9(b), for which a positive margin of collateral is
maintained on a daily basis, fully taking into account
any change in the bank holding company’s exposure
to the obligor or counterparty under a claim in rela-
tion to the market value of the collateral held in
support of that claim.

Column B

Twenty percent (20%)Assign the following transactions
a twenty percent risk weight:

(1) Cash items in process of collection;

(2) Alllong- and short-term claims (balances due from,

loans to, debt obligations issued by, or any other
claims on) on U.S. depository institutions and
OECD banks. OECD banks are those banks and
their branches (U.S. and non-U.S.) organized under
the laws of countries that belong to the OECD-
based group of countries;

(3) Portions of all long- and short-term clairgaaran-

teed by U.S. depository institutions and OECD
banks;

(4) Short-term (remaining maturity of one year or less)

claims (balances due from, loans to, debt obliga-
tions issued by, or any other claim®) non-OECD
banks;

(5) Portions of short-term (remaining maturity of one

year or less) claims (balances due from, loans to,
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(6)

(")

(8)

(9)

debt obligations issued by, or any other clairog)
non-OECD banks;

Portions of claims that are conditionally guaranteed
by the central governments of OECD countries and
U.S. government agencieand portions of loans,
securities, and other claims that are denominated in
local currencies that are conditionally guaranteed
by the central governments of non-OECD coun-
tries, to the extent that subsidiary depository institu-
tions have liabilities booked in that currency;

Claims on (loans to, securities issued by, or other
claims on):

(a) U.S. government-sponsored agencies;

(b) local governments and political subdivisions of
the U.S. and other OECD local governments
(include general obligation claims only); and

(c) official multilateral lending institutions or
regional development banks;

Portions of claims (loans, securities, or other
claims)guaranteedy:

(a) U.S. government-sponsored agencies;

(b) the full faith and credit of local governments
and political subdivisions of the U.S. and other
OECD local governments; and

(c) official multilateral lending institutions or
regional development banks;

Portions of claims (loans, securities, or other
claims) that areollateralizedby:

(a) securities issuedor guaranteed by U.S.
government-sponsored agencies;

(b) securities issued by official multilateral lending
institutions or regional development banks;

(c) securities issued or guaranteed by OECD cen-
tral governments or U.S. government agencies
that do not qualify for the zero percent risk-
weight category; and

(d) cash on deposit in subsidiary depository institu-
tions that does not qualify for the zero percent
risk-weight category.

Note that the extent of collateralization is deter-
mined by the current market value.

HC-1-9
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(10) Certain privately-issued securities representing (2) Claims (balances due from, loans, securities, or other
indirect ownership of mortgage-backed U.S. gov- claims) on orguaranteedby non-OECD foreign
ernment agency or U.S. government-sponsored banks with a remaining maturity exceeding one year,

agency securities; .
gency (3) Claims on, or guaranteed by, non-OECD central

(11) Investments in shares of a fund whose portfolio is governments, including central banks, that are not

permitted to hold only securities that would qualify included in the 0% or 20% risk weight; all claims on
for the zero or 20 percent risk categories. non-OECD state or local governments;
| (4) Obligations issued by U.S. state or local govern-
Column C ments, or other OECD local governments (including
Fifty percent (50%).Assign the following transactions a industrial-development authorities and  similar
fifty percent risk weight: entities), repayable solely by a private party or
enterprise;

(1) Loans secured by first liens on 1-4 family residential
properties (including certain presold residential con- (5) Premises, plant, and equipment; other fixed assets;
struction loans) that have been made in accordance  and other real estate owned;
with prudent underwriting standards (i.e., conserva- 6)
tive loan-to-value), that are performing in accor-
dance with their original terms, and are not 90 days
or more past due or in nonaccrual status, and certain
privately-issued mortgage-backed securities repre-
senting indirect ownership of such loans (Loans (7) Instruments issued by other banking organizations
made for speculative purposes are excluded.); that qualify as capital (excluding reciprocal holdings
of other banking organizations’ capital instruments);

Investments in any unconsolidated subsidiaries,
joint ventures, or associated companies (excluding
investments in unconsolidated banking and finance
subsidiaries);

(2) Loans secured by first liens on multifamily residen-
tial properties that have been made in accordance(8) Claims on commercial firms owned by a govern-
with prudent underwriting standards (i.e., conserva- ment; and
tive loan-to-value), that are performing in accor- i ) ) ,
dance with their original terms, are not 90 days or 9) All othgr assets, including any intangible assets
more past due or in nonaccrual status, and all princi-  (€xcluding goodwil)).
pal and interest payments have been made on the
loans on time for a period of not less than one year

prior to placement in the 50% risk category; Part I. Balance Sheet Assets

Report in this part a detailed breakdown of assets in

balance sheet order. The gross outstanding balances are

to be distributed among the four risk-weight categories

(columns A through D as described above and in accor-

dance with the Risk-Based Guidelines).

(3) Revenue bonds or similar claims that are obligations
of U.S. state or local governments or other OECD
local governments, but for which the government
entity is committed to repay the debt only out of
revenues from the facilities financed;

4) Credit valent ts of int ¢ rat df For bank holding companies that are subject to the
(4) Credit-equivalent amounts of interest rate- and for- -y ot yigc capital guidelines, all on-balance-sheet cov-

€ign exchange rate-rglated contracts, except for thoseered positions, except for foreign exchange positions that
assigned to a lower risk category.

are outside of the trading account and over-the-counter
(OTC) derivatives, should be reported in the zero risk
Column D weight category of the appropriate balance sheet asset
classification . The book value of foreign exchange posi-
tions that are outside of the trading account and all OTC
derivatives should continue to be included in the appro-
(1) All other loans, securities, or other claims on private priate risk category. Covered positions include all posi-
obligors; tions in a bank holding company’s trading account, and

100 percent.Assign the following transactions a one
hundred percent risk weight:
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all foreign exchange and commodity positions whether with the other amounts reported in column A of line

or not in the trading account. item 6.

_ If the deferred tax component relating to unrealized
Line Item 1 Cash and balances due from holding gains or losses on available-for-sale securities is
depository institutions. included in determining an overall net deferred tax
Corresponds to Schedule HC, items 1(a), 1(b)(1), andl[abl!,lty that is reported in line item 23, “Other liabili-
1(b)(2). ties,” on Schedule HC, then no amount of deferred

taxes relating to unrealized holding gains or losses on
available-for-sale securities is to be reported in line
item 6, “All other assets (excluding goodwill)” of this
Report the amortized cost of all held-to-maturity securi- schedule.

ties reported in Schedule HC-A, items 1 through 5.a,
column A, and the amortized cost (or historical cost for
equity securities) of all available-for-sale securities
reported in Schedule HC-A, items 1 through 5.b, col-
umn C. In order for this line item (column A through
column D) to agree with the total amount of held-to-
maturity and available-for-sale securities reported in line
items 2(a) and 2(b) of Schedule HC, report the full
amount of the unrealized holding gains or losses on Corresponds to Schedule HC, items 3.
available-for-sale securities in the 0% risk category (col-

umn A) of this item. Report unrealized holding losses on | jne item 4 Loans and lease financing receivables.
available-for-sale securities as a negative number (i.e., in .

parentheses) if no other amounts are included in the C0rresponds to Schedule HC-B, item 11.

0% risk category. If other amounts are included in the . .

0% risk category of this line item, then the unrealized LiN€ ltem 5 Trading assets.

holding losses on available-for-sale securities should beCorresponds to Schedule HC, item 5.

netted with the other amounts reported in column A.

Line Item 2 Securities.

For purposes of completing this itengxclude all
reciprocal holdings of capital instruments of banking
organizations. These holdings are to be reported in
Memoranda item 2 below.

Line Item 3 Federal funds sold and securities
purchased under agreements to resell.

For purposes of reporting this schedule and this item,
Report the deferred tax component relating to the unreal-report the on-balance-sheet asset values of off-balance-
ized holding gains or losses on available-for-sale securi- sheet interest rate, foreign exchange, equity derivative,
ties in the 0% risk category (column A) of line item 6, and commodity contracts (e.g., futures, exchange-traded
“All other assets (excluding goodwill)” if such deferred options, forwards, and interest rate swaps) and other
taxes were included in determining an overall net contracts other than margin accounts and accrued receiv-
deferred tax asset as reported in item 11, “Other assets,”ables in column A, the zero risk weight when such
on Schedule HC. If the deferred tax component relating transactions are recorded by the bank holding company
to the unrealized holding gains or losses on available-in their trading account. Margin accounts and accrued
for-sale securities is a credit balance (i.e., liability), but receivables associated with these transactions should be
the overall deferred tax position was reported as a reported in item 6 below.

net deferred asset in “other assets” on Schedule HC,

then report the deferred tax credit related to the unreal- Line Item 6 All other assets.

ized holding gains or losses as a negative number (i.e., .

in parentheses) in the 0% risk category of line item 6, Corresponds to Schedule HC, items 6, 7(a), 7(b). 8, 9,
“All other assets (excluding goodwill)” of this schedule 10(a), 10(b), and 11.

if no other amounts are reportable in the 0% risk cate- For purposes of reporting this schedule and this item,
gory of line item 6. If other amounts are included in the report the on-balance-sheet asset values of off-balance-
0% risk category of line item 6, then the deferred tax sheet interest rate, foreign exchange, equity derivative,
credit component related to the unrealized holding gainsand commaodity contracts (e.g., futures, exchange-traded
or losses on available-for-sale securities may be nettedoptions, forwards, and interest rate swaps) and other
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contracts in column A, the zero risk weight, when the completing this item, report all intangibles, other than all
reporting company books such transactions as “other goodwill, in column D.
Sziitzlho'\l/lj%rgt;g ?ecggrlig;s iﬁsi?g'ﬁéeg mt&(tahgzgrgsngec Exc!ude.all goodwill from this item, as well as any

. . . . .~ capital investments in unconsolidated banking and
column, accqrdlng to their appropriate .”Sk categories. ghance subsidiaries. The capital investments in uncon-
Accru_ed recgwables should be mc_Iuded n coI_umn A, th_e solidated banking and finance subsidiaries are to be
zero risk weight, when such receivables are included in o, 1te in item 4 of the memoranda section of Part I.
the calculation of the credit equivalent amount of these
contracts reported in Schedule HC-I, Part 11, line item 10.
Accrued receivables that are not included in the calcula-
tion of the credit equivalent amount of these contracts Report in this item the sum of items 1 through 6 above.
should be reported in the appropriate risk-weight cate- The sum of columns A through D of this item must equal
gory of this line item. Schedule HC, item 12, plus items 4(b) and 4(c) minus
item 10(c) and Memoranda items 2 and 4 below.

Line Item 7 Total gross assets.

Also report the deferred tax component relating to the
unrealized holding gains or losses on available-for-sale
securities in the 0% risk category (column A) of this line Memoranda

item 6 if such deferred taxes were included in determin- ) _

ing an overall net deferred tax asset as reported inLin€ ltem M1 Intangible assets (excluding

item 11, “Other assets,” on Schedule HC. If the deferred 9000_""””’ mortgage servicing assets and purchased
tax component relating to the unrealized holding gains or Credit card refationships) recorded on or before
losses on available-for-sale securities is a credit balancer€Pruary 19, 1992.

(i.e., liability), but the overall deferred tax position was Report the remaining book value as of the reporting date
reported as a net deferred asset in “other assets” onof all intangible assets, (excluding goodwill, mortgage
Schedule HC, then report the deferred tax credit relatedservicing assets and purchased credit card relationships)
to the unrealized holding gains or losses as a negativethat were recorded on the balance sheet of the consoli-
number (i.e., in parentheses) in the 0% risk category of dated bank holding company on or before February 19,
this line item if no other amounts are reportable in the 1992. Examples of intangible assets that may be reported
0% risk category of line item 6. If other amounts are are core deposit intangibles, favorable leasehold rights
included in the 0% risk category of this line item, then and organization costs.

the deferred tax credit component related to the unreal-
ized holding gains or losses on available-for-sale securi-
ties may be netted with the other amounts reported in
column A of this line item.

Also report in this item the amount of any deferred tax
liability that is specifically related to an intangible asset
(other than mortgage servicing assets and purchased
credit card relationships) acquired in a nontaxable pur-
chase business combination that the reporting bank hold-
ing company chooses to net against the intangible asset
for regulatory capital purposes. However, a deferred tax

If the deferred tax component relating to unrealized
holding gains or losses on available-for-sale securities is
included in determining an overall net deferred tax liabil- liability that is reported in this item and netted in this

ity that is reported in line item 23, “Other liabilities,” on 2 hner may not also be netted against deferred tax assets
Schedule_ HC, then no amount of deferred taxt_es relating,hen the reporting bank holding company determines
to unrealized holding gains or losses on available-for- \he amount of deferred tax assets that are dependent
sale securities is to be reported in this line item. upon future taxable income and calculates the maximum
allowable amount of such deferred tax assets for regula-

In addition, include investments in unconsolidated sub- }ory capital purposes.

sidiaries and associated companies, other than capita
investments in unconsolidated banking and finance sub-
sidiaries, in column D unless backed by a recognizable
collateral or guarantees, which allow such investments to
be included in a lower risk category. For purposes of Reportin this item reciprocal holdings of banking organi-

Line Item M2 Reciprocal holdings of banking
organizations’ capital instruments.
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zations’ capital instruments (that is, instruments that Line Item M5 On-balance sheet asset values of
qualify as tier 1 or tier 2 capital). interest rate, foreign exchange, equity derivative

The following instruments qualify as tier 1 or tier 2 and_ commodity (e.g., fl_Jtures, exchange-traded
options, forwards, and interest rate swaps) and

capital: common stockholders’ equity, cumulative and th tracts other th _ : q
noncumulative perpetual preferred stock, hybrid capital O€f CONtracts otherthan margin accounts an
accrued receivables.

instruments, perpetual debt, mandatory convertible secu-
rities, subordinated debt and intermediate-term preferredreport in this item the on-balance sheet asset values (or
stock (original weighted average maturity of 5 years or portions thereof) of off-balance-sheet interest rate, for-
more), long-term preferred stock (original weighted eign exchange, equity derivative and commodity and

average maturity of 20 years or more). other contracts that are treated for risk-based capital

purposes as off-balance-sheet items even though they
Line Item M3 Nonreciprocal holdings of banking may have on-balance-sheet amounts included on the
organizations’ capital instruments. balance sheet, Schedule HC. In addition, include in this

Report the outstanding amount of nonreciprocal holding item the on-balance-s_heet asge_t values r(_alated to foreign
of capital instruments (that is, instruments that qualify as €Xchange contracts with an original maturity of 14 calen-
tier 1 or tier 2 capital under the Risk-Based Capital dar days or less, instruments traded on organized
Guidelines) issued by other banking organizations. exchanges that require daily payment and receipt of

] ) o ) variation margin (e.g., futures contracts), and other
Excludeholdings of other banking organizations’ capital jnterest rate, foreign exchange, equity derivative, and
instruments that have bee_n acqwre_d in satisfaction Ofcommodity and other contracts not covered under the
debt previously contracted in good faith. risk-based capital guidelines, such as OTC written
options. Purchased options that are traded on an orga-
nized exchange are to be included in the calculation of
the risk-based capital ratio because such option contracts
are not subject to a daily variation margin.

Line Item M4 Capital investments in
unconsolidated banking and finance subsidiaries or
associated companies controlled by the banking

organization.
For those off-balance-sheet interest rate, foreign

exchange, equity derivative, and commodity and other
contracts subject to risk-based capital, consolidated hold-
ing companies should report the on-balance sheet asset
alues (or portions thereof) in this item to avoid a capital
charge against the on-balance sheet amounts in addition
to the capital charge against the credit equivalent amount
calculated under the risk-based capital guidelines. If the
value of a contract is negative or equal to zero, then
report for that contract in this item the amount, if any,
which has been included in the on-balance-sheet asset
amount reported for such contracts on Schedule HC.

Report in this item the total amount of investments in
banking and finance subsidiaries whose financial state-
ments are not consolidated for accounting or regulatory
purposes, whether the investment is made by the paren
bank holding company or its direct or indirect subsidi-
aries. For purposes of this schedule, a banking and
finance subsidiary generally is any company engaged in
banking or finance in which the parent holding company
holds directly or indirectly more than 50 percent of the
outstanding voting stock or which is otherwise controlled
or capable of being controlled by the parent bank holding
company.

For purposes of this item, investments include equity and The amount to be reported in this item for each off-

N ; alance-sheet interest rate, foreign exchange, equity
debt capital instruments or any other instruments deeme I )

I . o derivative, and commodity and other contract should
to be capital in that particular subsidiary.

equal the lower of the contract’s positive on-balance-
Excludeall loans and receivables to the subsidiary that sheet asset amount included in Schedule HC or its posi-
are not deemed to be capital for that subsidiary. Suchtive market value included in computing the credit
loans and receivables are to be reported above in item 6equivalent amount of the transaction. (For purposes of
and assigned to the 100 percent risk category, unless theyhis comparison, if the amount of any accrued receivable
are backed by recognized collateral or guarantees, inis included in the calculation of the credit equivalent
which case they will be assigned to a lower risk category. amount of an off-balance-sheet derivative contract, this
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amount should be treated as part of the contract’s positiveLine Item M6 Fair value of mortgage servicing I
on-balance-sheet asset amount.) If either amount is zeraassets.

or negative, then report for that contract in this item the Report the fair value of mortgage servicing assets (pur-|
amount, if any, which has been included in the on- chased and originated) as of the report date.

balance-sheet asset amount reported for such contract on
Schedule HC. See the Glossary for a general discussion under “Servic-

ing assets and liabilities.”
(NOTE: Any contract reported at market value on Sched- g

ule HC should not have an on-balance sheet amount inThe amount of mortgage servicing assets that will be
excess of its market value computed under risk-basedeligible for inclusion in regulatory capital purposes will
capital. In the unusual case where the on-balance sheebe the lesser of: (1) the amount recorded on the balance
asset value is greater than the computed market valuesheet under generally accepted accounting principals; 01
used in the calculation of the contract’s credit equivalent (2) 90% of the fair value reported in this item (i.e., 90%
amount, the resulting difference is not to be reported in of the amount reported in item M6).

this item. Instead, the difference must remain as an

on-balance sheet amount and be appropriately risk-Line Item M7 Fair value of purchased credit card
weighted above. In addition, the credit equivalent amount relationships and nonmortgage servicing assets.
of the contract is to be appropriately risk-weighted for

inclusion in weighted risk assets. ) The amount of purchased credit card relationships ana

nonmortgage servicing assets to be included for regula
For example, a forward contract that is marked to market tory capital is the lesser of: (1) the amount reported on
for reporting purposes will have its on-balance-sheet the balance sheet under generally accepted accountin
market value, if positive, reported in this item, and, as principals; or, (2) 90% of the fair value reported in this
a result, this on-balance-sheet asset amount will bejtem (i.e., 90% of the amount reported in item M7).
excluded from the risk-based capital ratio computation.

The positive market value, however, will be included in | ;1o jtem M8 Maximum contractual amount of

the credit equivalent amount of this off-balance-sheet
item for risk-based capital purposes.

recourse exposure in low level recourse transactions.

. . This item is to be completed by bank holding companies
.P urchased options that are report(_ad ac_cordlng to currenty ¢ use the “direct reduction” method for these transac-
instructions for the Consolidated Financial Statements of ;<" |t the bank holding company has no low level
Bank Holding gompznles.l(le.%., nﬁ valuation tc))flopen recourse transactions or chooses to use the “gross-up
positions is to be made) will often ave an on-balance- method” for reporting low level recourse transactions in
she_et asset value equal to the fee paid until the optiong.haqule HC-1. enter a “zero” in this item. See Schedule
expires. If that on-balance-sheet amount exceeds the, -~ | part I item 4. “Assets sold with recourse” for

market value of the purchased option, then the excess i§qictions on the “direct reduction” method and the
not to be included in this item; rather, the excess is to be «

included in the appropriate risk weight category above.
However, if the market value equals or exceeds the
on-balance sheet asset value, the full on-balance-sheePart Il. Off-Balance-Sheet Transactions
amount would be included in this item.

gross-up” method.

The dollar amounts reported in this section aredit-
Excludefrom this item any accrued receivables associ- equivalent amounts of off-balance-sheet item$he
ated with off-balance-sheet derivative contracts that arecredit equivalent amount is not the same as the risk-
not included in the calculation of the credit equivalent weight factor. The credit-equivalent amount is deter-
amounts of these contracts and margin accounts relatednined, in most cases, by multiplying the amount of the
to derivative contracts. Margin accounts must be off-balance-sheet item by a credit conversion factor
assigned to the 100 percent risk category while accruedspecified in the Risk-Based Guidelines. For example,
receivables not reported in this item are to be included in commercial letters of credit generally are to be converted
the appropriate risk-weight category and included in at 20 percent. Therefore, the credit equivalent amount to
Part I, item 6 above. be reported in Part I, item 9, would be 20 percent of the
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gross amount outstanding of commercial letters of credit Guidelines. The possible risk weights are 0%, 20%, 50%,
issued by the consolidated bank holding company. and 100%. If a bank holding company has not estab-
lished the systems to determine the risk weight(s) appli-
cable for a transaction, it has the option of risk-weighting
that transaction at 100% provided the company meets the

The credit equivalent amounts are to be distributed
according the appropriate risk category according to the

obligor, or if relevant, the guarantor or the nature of the minimum risk-based capital ratios required by the Risk-

coIIatergI. The “Sl.( categories are identical to the_ risk Based Guidelines. The descriptions of the different risk
categories used with on-balance sheet assets, that is, zero

percent, 20 percent, 50 percent, and 100 percent. Weight categories are described in Part |.

The procedure for determining the credit-equivalent | jne 1tem 1 Financial standby letters of credit.
amount of off-balance-sheet derivative contracts differs _ _ _
from other off-balance-sheet transactions and is Report the dollar amount of financial letters of credit

described in memorandum item 10 below. outstanding, including those collateralized by cash
) ] _ deposit accounts. The sum of the amounts reported in
The off-balance-sheet transactions are grouped in thiscolymns A through D of this item should correspond to

part according to conversion factor. Items 1 through 5 in 5mount of financial standby letters of credit included in

this part are items with a 100 percent conversion factor; gchedule HC-F, Part I, item 2(a), “Standby letters of
items 6 through 8 are items with a 50 percent conversion ¢regit outstanding.”

factor; item 9 has a 20 percent conversion factor; and

item 10 covers off-balance-sheet derivative contracts. ~ Include the amount of all risk participations in financial
standby letters of credit that have been conveyed to

A 100 percent conversion factor applies to direct credit oEcp hanks, and the amount of any risk participations

substitutes, which include guarantees or equivalentin financial standby letters of credit to non-OECD banks
instruments that back financial claims, such as outstand-it the remaining maturity of the participations are one

ing securities, loans, and other financial liabilities, or that year or less, in column B at a risk weight of 20%.

back off-balance-sheet items that require capital under

the Risk-Based Guidelines. In the case of direct credit When the standby letter of credit takes the form of a
substitutes that take the form of a syndication, that is, Syndication, each banking organization should only
where each banking organization is obligated only for its include its pro rata share of the total amount of the
pro rata share of the risk and there is no recourse to thestandby in this item.

originating banking organization, each banking organiza- rinancial standby letters of credit are irrevocable obliga-
tion will only include its pro rata share of the direct tjons of the bank to pay a third-party beneficiary when a
credit substitute in the line items below. customer (account party) fails to repay an outstanding

Transaction-related contingencies are converted atloan or debt instrument (direct credit substitute).
50 percent. Such transactions include bid bonds, perfor-

mance bonds, warranties, standby letters of credit related_ine Item 2 Risk participations in bankers

to particular transactions, and performance standby acceptances.

letters of credit, as well as acquisitions of risk participa-

tions in performance standby letters of credit. Line Item 2(a) Risk participations acquired.

Short-term self-liquidating, trade-related contingencies Report the amount of all participations acquired by the
that arise from the movement of goods are converted atreporting bank holding company or its consolidated sub-
20 percent. Such contingencies generally include com-sjdiaries in the acceptances of unaffiliated banks that are
mercial letters of credit and other documentary letters of gutstanding regardless of the nature of the participation
credit collateralized by the underlying shipment. agreement and regardless of the system of debits and
credits used to reflect the agreement on the reporting
Column Instructions bank holding com_pany’s books. Thus, participaf[ions in
acceptances acquired by the reporting bank holding com-
Each of the four columns (columns A through D) repre- pany or its consolidated subsidiaries are to include both
sents a credit risk category established by the Risk-Basedhose that provide for participation in the risk of loss in
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the event of default by the account party at the time of Line Item 4 Assets sold with recourse.
maturity and those that provide for participation in put-
ting the holder of the acceptance in funds at the maturity
of the acceptance.

Report the principal amount outstanding of asset sales
with recourse to the extent such amounts are not included
on the balance sheet, including the principal amount
The sum of the amounts reported in columns A, B, and D outstanding of 1-4 family residential mortgages that
of this item should be equal to the amount reported in have been pooled and transferred with recourse to the
Schedule HC-F, Part II, item 6(b). Federal National Mortgage Association (FNMA) or the
Federal Home Loan Mortgage Corporation (FHLMC).
Moreover, include in this item the principal amount of
the transfer with recourse of pooled 1-4-family residen-
Report the amount of all participations conveyed to both tial mortgages to private third parties only to the extent

U.S. depository institutions and foreign banks by the that such amounts are not included on the balance sheet.
reporting bank holding company or its consolidated sub-
sidiaries in its acceptances that are outstanding.

Line Item 2(b) Risk participations conveyed to
banks.

Treatment of low level recourse transactiof$e Fed-

eral Reserve’s risk-based capital standards provide that
Exclude any participations conveyed to non-OECD  the amount of risk-based capital that must be maintained
banks if the remaining maturity of such participations for assets transferred with recourse should not exceed the
exceed one year. maximum amount of recourse for which a bank holding

The amount reported in this item generally should corre- company is contractually liable under the recourse agree-
spond to the amount reported on Schedule HC-F, Part I, ment. This rule, known as the low level recourse rule,
item 6(a). However, if the reporting bank holding com- applies to transactions accounted for as sales under gen-
pany risk-weights, in item Part I, item 6 above, the erally accepted accounting principles (GAAP) in which a
portion of its customers’ liability on acceptances out- bank holding company contractually limits its risk of
standing conveyed to banks according to the guarantordoss or recourse exposure to less than the full effective
(i.e., the banks that have acquired the conveyances), thaminimum risk-based capital requirement for the assets
amount conveyed should be excluded from this item. In transferred—generally, four percent for qualifying first
addition, if the holding company, in Part Il, item 2(a), lien 1-to-4 family residential mortgages and eight per-
risk-weights the portion of risk participations in bankers cent for most other assets. Low level recourse transac-
acceptance acquired that subsequently was conveyed ttions may arise when a bank holding company sells or
banks according to the guarantors (i.e., the banks thatsecuritizes assets and:

have acquired the conveyances), that amount should alsq U tractual h int t-onlv stri
be excluded from this item. ses contractual cash flows (e.g., interest-only strips

receivable and so-called “spread accounts”), retained

Line Item 3 Securities lent where the banking subordinated interests, retained securities (e.g., collat-
organization lends its own securities or indemnifies eral invested amounts or cash collateral accounts), or
against loss of its customers’ securities. other assets as credit enhancements. When a credit

enhancement is carried as an asset on the bank holding
company’s balance sheet in accordance with GAAP
and the low level recourse rule applies, the on-balance-
sheet asset amount of the credit enhancement should
be reported in the zero risk weight category on Sched-
ule HC-I, Part I, in the appropriate asset category. The
“maximum contractual dollar amount of recourse
exposure” for this transaction is this on-balance-sheet
asset amount on a net of tax basis, when appropriate.

The sum of the amounts reported in columns A, B, C OR
and D of this item should be equal to Schedule HC-F, ¢ Provides limited recourse to purchasers of the assets
Part Il, item 4, “Securities lent.” sold, but does not use on-balance-sheet assets as credit

Report in this item the book value of securities lent

against collateral (including those collateralized by cash)
or on an uncollateralized basis by the reporting bank
holding company or its consolidated subsidiaries. In

addition, include the market value as of the report date of
securities lent for customers when the reporting bank
holding company has indemnified the securities lent
against any losses. Include customers’ securities held in
subsidiary banks’ trust departments.
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enhancements. In this situation, the “maximum con- F=
tractual dollar amount of recourse exposure” for a

transaction is the maximum contractual amount of the  where

bank holding company’s recourse exposure as of the F = institution-specific add-on factor;

report date, less the balance in any associated recourse  C = total risk-based capital (as reported in Schedule

liability account established in accordance with GAAP HC-I, Part Ill, item 1.d);
and reported in Schedule HC, item 23, “Other A =net risk-weighted assets excluding low level
liabilities.” recourse exposures; and

R = maximum contractual dollar amount of recourse
exposure in low level recourse transactions (as
reported in Schedule HC-I, Part I, memoran-
dum item 8)

Bank holding companies that have entered into low level
recourse transactions should report these transactions in
Schedule HC-I using either the *“direct reduction
method” or the “gross-up method” in accordance with
the following guidance. When using thgross-up For purposes of calculating the amount of the bank
method a bank holding company includes an amount in holding company’s total risk-based capital to be used in
its risk-weighted assets (the denominator of its risk- the preceding formula (C in the preceding formula) and
based capital ratios) for its “maximum contractual dollar to be reported in Schedule HC-I, Part Ill, item 1.d, the
amount of recourse exposure” that is calculated under bank holding company should determine the Tier 2 capi-
the assumption that the bank holding company’s total tal limit on the allowance for loan and lease losses by
risk-based capital ratio equals the 8 percent minimum multiplying its “maximum contractual dollar amount of
requirement. In contrast, when using tfieect reduction recourse exposure” (R in the preceding formula, as
method a bank holding company includes an institution- defined in these instructions) by 12.5 and adding this
specific amount in its risk-weighted assets for its “maxi- product to its gross risk-weighted assets excluding low
mum contractual dollar amount of recourse exposure” level recourse exposures. This adjusted gross risk-
that is calculated using the actual amount of the bank weighted-assets figure multiplied by 1.25 percent is the
holding company’s total risk-based capital. This bank holding company’s Tier 2 limit on the allowance
institution-specific calculation produces the effect of for loan and lease losses. Once this limit on the allow-
directly reducing Tier 1 and total risk-based capital by ance has been calculated, the limit is fixed at this amount
the “maximum contractual dollar amount of recourse This limit should not be changed after the bank holding
exposure” without lowering the bank holding company’s company calculates the actual amount of its net risk-
Tier 1 leverage capital ratio. For a bank holding com- weighted assets excluding low level recourse exposure
pany whose risk-based capital ratios exceed the requiredA in the preceding formula) or its institution-specific
minimums, it is normally preferable to use tlurect add-on factor for low level recourse under the “direct
reduction method reduction method” (F in the preceding formula). This
means that a bank holding company will measure its
Tier 2 capital and its total risk-based capital prior to its
application of the “direct reduction method” and will
not recalculate these two amounts once the add-on factof
is known.

If the bank holding company chooses to use diect
reduction methodthe “maximum contractual dollar
amount of recourse exposure,” as defined above, should
be reported in Schedule HC-I, Part |, memorandum item
8. In addition, the bank holding company should report
as a credit equivalent amount in this item (Schedule If the bank holding company chooses to usedhess-up
HC-I, Part I, item 4) in the 100% risk weight category method the “maximum contractual dollar amount of
an “institution-specific add-on factor” for its low level recourse exposure” for a transaction, as defined above,
recourse exposure. The amount of this factor also shouldshould be multiplied by a factor of 12.5, 25, or 62.5
be included in the “net risk-weighted assets” that the according to whether the assets sold would be assigned
bank holding company reports in Schedule HC-I, to the 100 percent, 50 percent, or 20 percent risk weight
Part IIl, item 3. The “institution-specific add-on factor,” category, respectively. The resulting dollar amount
which is independent of the risk weight category of the should be reported as an off-balance-sheet credit equiva-
assets to which the recourse applies, is calculated adent amount in this item (Schedule HC-I, Part I, item 4)
follows: in the appropriate risk weight category of the assets sold.
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For example, a bank holding company has sold $2 mil- company would report the amount of this add-on factor
lion in first lien residential mortgages subject to two as a credit equivalent amount in this item (Schedule
percent recourse. The bank holding company hasHC-I, Part I, item 4) in the 100% risk weight category,
removed the $2 million in mortgages from its balance and also include this amount in the “net risk-weighted
sheet and, in accordance with GAAP, has also estab-assets” that it reports in Schedule HC-I, Part Ill, item 3.

lished a recourse liability account with a balance of :
. . If the bank holding company chooses to usedhass-up
$10,000. The maximum amount for which the bank method the bank holding company would report

holding company is liable is $40,000. The mortgages ¢750 000 as a credit equivalent amount in this item in the
qualify for a 50 percent risk weight and the bank holding 5o risk weight category ($30,000—its “maximum con-
company’s recourse exposure is less than the $80,00Q,5ctual  dollar amount of recourse exposure’—
minimum risk-based capital requirement for these assetsyytiplied by 25—the factor for assets that qualify for a
sold with recourse. Thus, the low level recourse rule 5o percent risk weight). Because the $2 million in mort-
applies. The “maximum contractual dollar amount of gages sold have been removed from the balance sheet,
recourse exposure” for this transaction is $30,000, the the difference between the $750,000 credit equivalent
$40,000 maximum contractual amount of the bank gmount and the $2 million is not reported in Schedule
holding company’s recourse exposure as of the reportHc-|. In addition, because the $750,000 credit equiva-
date, less the $10,000 balance of the recourse liability |ent amount is assigned to the 50 percent risk category,
account for this transaction. The bank holding company the bank holding company would include $375,000
has gross risk-weighted assets excluding low level ($750,000 multiplied by 50 percent) in its gross risk-
recourse exposures of $100 million, Tier 1 capital of weighted assets for purposes of determining the Tier
$8 million, an allowance for loan and lease losses of capital limit for the allowance for loan and lease losses
1.1 million, and other qualifying Tier 2 capital compo- and in the “net risk-weighted assets” that it reports in
nents of $1.4 million. Schedule HC-I, Part IIl, item 3.

If the bank holding company chooses to use direct
reduction methodthe bank holding company would
report $30,000—its “maximum contractual dollar Report in this item any direct credit substitutes not
amount of recourse exposure™—in Schedule HC-I, included in items 1 through 4 above. Direct credit substi-
Part I, memorandum item 8, and would use this amount tutes comprise off-balance-sheet guarantees (as they are
to calculate its institution-specific add-on factor using the appropriate to banking organizations), or equivalent
formula provided above. To determine the Tier 2 capital instruments that back financial obligations, such as out-
limit for the bank holding company’s allowance for loan standing securities, loans, and other financial liabilities,
and lease losses, the bank holding company would firstor that back off-balance-sheet items that require capital
add $375,000 ($30,000—its “maximum contractual under the Risk-Based Guidelines.

recourse exposure”—multiplied by 12.5) to its $100
million of gross risk-weighted assets excluding low level
recourse exposures. Its Tier 2 capital limit for the allow- (1) any other insurance, surety arrangements or equiva-
ance would be $1,254,688 ($100,375,000—its adjusted  lent instruments, backing financial claims, such as
gross risk-weighted assets—multiplied by 1.25 percent outstanding securities, loans, or other financial lia-
limit—the limit for the allowance). Since the bank hold- bilities, other than financial standby letters of credit;
ing company’s $1.1 million allowance is less than its
Tier 2 capital limit for the allowance, the bank holding
company would not have an excess allowance for loan
and lease losses. The bank holding company’s total
risk-based capital is $10.5 million and its net risk-
weighted assets excluding low level recourse exposures
are $100 million. Based on the facts in the example, the
bank holding company calculates that its institution- (3) written option contracts that act as a financial guaran-
specific add-on factor is $286,533. The bank holding tee. For example, when the reporting bank holding

Line Item 5 Other direct credit substitutes.

Include the following:

(2) all forward agreements to purchase assets, including
forward forward deposits placed and partially-paid
shares and securities. Forward agreements are
legally binding contractual obligations to purchase
assets withcertain drawdown at a specified future
date;
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company or its consolidated subsidiaries write a put of 20%. Also report the amount of any portions of
option to a second bank that has a loan to a third commitments conveyed to non-OECD banks, if the
party, the option acts as a financial guarantee. It is aremaining maturity of the participation is one year or
financial guarantee because the strike price would beless, in column B at a risk weight of 20%.

the equivalent of the par value of the loans and if the
credit quality of the loan deteriorates, reducing the
value of the loans to the second bank, the reporting
consolidated company would be required by the
second bank to take the loan onto its books.

Original maturity is the length of time between the date
the commitment is issued and the earliest date on which
(1) the banking organization can, at its option, uncondi-
tionally (without cause) cancel the commitment and
(2) the banking organization is scheduled to (and as a
Excludeforward forward deposits accepted, which are to normal practice actually does) review the facility to

be reported below as an interest rate contract, and for-determine whether or not it should be extended. For

ward interest rate contracts. purposes of this item, consumer home equity or mort-
gage lines of credit secured by liens on 1-4 family
Line Item 6 Performance standby letters of credit. ~ residential property can be deemed unconditionally can-

_ cellable if, at its option, the banking organization can
Report the dollar amount of performance letters of credit prohibit additional extensions of credit, reduce the credit
outstanding, including those collateralized by cash |ine, and terminate the commitment to the full extent
deposit accounts. permitted by relevant federal law. Retail credit cards and
Report the amount of all risk participations in perfor- related plans are defined to be short-term commitment;
mance standby letters of credit that have been conveyedhat should be converted at zero percent and excluded if
to OECD banks and the amount of any risk participations the banking organization has the unconditional right to
in performance standby letters of credit to non-OECD cancel the line of credit at any time in accordance with
banks if the remaining maturity of the participation is 2applicable law.

one year or less, in column B at a risk weight of 20%.  ExcludeRevolving underwriting facilities (RUFs), note

When the standby letter of credit take the form of a issuance facilities (NIFs), and similar arrangements,
syndication, each banking organization should only Which are to be reported in item 8 below.

standby in this item. D of this item multiplied by two should be included in

Performance standby letters of credit are irrevocable Schedule HC-F, Part I, sum of items 1(a) through 1(e),
obligations of the bank to pay a third-party beneficiary €xcluding revolving underwriting facilities (RUFs), note
when a customer (account partigils to performsome issuance facilities (NIFs), and similar arrangements.

other contractual non-financial obligation. The unused portion of commitments with original matu-

D of this item when multiplied by two should correspond
to the amount of performance standby letters of credit | jne |tem 8 Revolving underwriting facilities
included in Schedule HC-F, Part I, item 2(a), “Standby (ryFs), note issuance facilities (NIFs), and similar

letters of credit outstanding.” arrangements and other transaction-related
contingencies.

Line Item 7 Commitments to extend credit in the

form of loans or leases, to purchase assets, or to

participate in loans or leases with an original

maturity exceeding one year.

Report in this item all revolving underwriting facilities
(RUFs), note issuance facilities (NIFs), and similar
arrangements, regardless of maturity. These are facilities
under which a borrower can issue on a revolving basis
Report in this item all commitments (as defined in the short-term paper in its own name, but for which the
definition section of this schedule) with an original matu- underwriting organizations have a legally binding com-
rity exceeding one year. Report portions of commitments mitment either to purchase any notes the borrower is
conveyed to OECD banks in column B at a risk weight unable to sell by the roll-over date or to advance funds to
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the borrower. Also report in this item any transaction- contract. The credit conversion factors for off-balance-
related contingencies not included above in items 6 and 7sheet derivative contracts are discussed in the instruc-
of this part. tions to Schedule HC-I, Part Il, Memorandum items 2(a)
through 2(f). However, bank holding companies are per-
mitted to recognize a reduction in the potential future
. . ; . credit exposure for transactions subject to qualifying
'nCIL.’ded in Schedule HC-F, Part |, tem 1(e), an_d in that bilateral netting arrangements by applying a formula that
portion of Schedule HC-F, Part I, item 7, that includes iy hroduce an adjusted potential future credit exposure.
transaction-related contingencies not included elsewhere gaofar to the discussion of “netting of off-balance-sheet

derivative contracts” in the definition section above, or

The sum of the amounts reported in columns A, B, C
and D of this item when multiplied by two should be

Line Item 9 Commercial and similar letters of to the Federal Reserve’'s amended risk-based capital
credit collateralized by the underlying shipments gwdel_lnes for more detail about applying the formula fpr
and other short-term self-liquidating trade-related reducing the amount of the add-on for the potential

future credit exposure. The credit equivalent amount to
be reported in line item 10 is the sum of the current
Report in this item commercial letters of credit and other exposure of off-balance-sheet derivative contracts
documentary letters of credit collateralized by the under- reported in Schedule HC-1, Part Il, Memorandum item 1,
lying shipments. and the potential future credit exposure of off-balance-
sheet derivative contracts reported in Schedule HC-I,
Part 1l, Memorandum items 2(a) through 2(f), Columns
A, B, C, after applying the appropriate credit conversion
factor.

contingencies arising from the movement of goods.

Also report any short-term self-liquidating trade-related
contingencies arising from the movement of goods
other than commercial letters of credit and other docu-
mentary letters of credit collateralized by the underlying
shipments.

The sum of the amounts reported in columns A, B, C Memoranda

and D of this item when multiplied by five should be Line Item M1 Current credit exposure across all
included in Schedule HC-F, Part I, item 3, and in that off-balance-sheet derivative contracts covered by
portion of Schedule HC-F, Part Il, item 7, that includes the risk-based capital standards.

other short-term self-liquidating trade-related contin-

gencies arising from the movement of goods Report a single current credit exposure amount for off-

balance-sheet derivative contracts covered by the risk-
based capital standards after considering any legally
Line ltem 10 Credit equivalent amount of enforceable bilateral netting agreements. For purposes of
off-balance-sheet derivative contracts. this item, include the current credit exposure for off-

balance-sheet interest rate, foreign exchange, equity, and

The credit equivalent amount of off-balance-sheet deriva- commodity and other contracts,

tive contracts is the sum of the mark-to-market value
(positive values only) of each contract (that is, the cur- Current credit exposure (sometimes referred to as thJ
rent exposure) and an estimate of the potential future replacement cost) is the market value of a contract when
credit exposure over the remaining life of each contract. that market value is positive. The current credit exposure
When determining the current exposure for off-balance- is zero when the market value is negative or zero. The
sheet contracts subject to qualifying bilateral netting amount should be derived as follows: Determine whether
arrangements pursuant to the Federal Reserve’s risk-a legally enforceable bilateral netting agreement is in

based capital guidelines, the positive mark-to-market place between the reporting bank holding company and a
values may be offset by the negative mark-to-market counterparty. If such an agreement is in place, the fair
values, subject to a minimum value of zero. The poten- values of all applicable off-balance-sheet derivative con-

tial future credit exposure of an off-balance-sheet deriva- tracts with that counterparty that are included in the

tive contract is estimated by multiplying the notional netting agreement are netted to a single amount subject
principal amount by the appropriate credit conversion to a minimum value of zero. Next, for all other contracts

factor that is based on the remaining maturity of the covered by the risk-based capital standards that have
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positive fair values, the total of the positive fair values is term to maturity from the report date. Remaining maturi-

determined. Then, report in this item the sum of (i) the ties are to be reported as (1) one year or less in col-
net positive fair values of all applicable off-balance-sheet umn A, (2) over one year through five years in column B,

derivative contracts subject to legally enforceable bilat- or (3) over five years in column C.

eral netting agreements and (ii) the total positive fair

values of all other contracts covered by the risk-based
capital standards.

For a contract that is structured such that on specified
dates any outstanding exposure is settled and the terms
are reset so that the market value of the contract is zero,
Consistent with the risk-based capital guidelines, if a the remaining maturity is equal to the time until the next
bilateral netting agreement covers off-balance-sheetreset date. For an interest rate contract with a remaining
derivative contracts that are normally not covered by the maturity of more than one year that meets these criteria,
risk-based capital standards (for example, foreign the minimum conversion factor is 0.5%.

exchange contracts with an original maturity of 14 calen- ) ] o

dar days or less and contracts traded on exchanges thafO & contract with multiple exchanges of principal, the
require daily receipt and payment of cash variation mar- CONversion faqtor is multiplied by the number of remain-
gin), the reporting bank holding company may elect to NG payments in the contract.

consistently either include or exclude the market values pg not report the notional amount for single currency

of all such derivative contracts when determining the net jnterest rate swaps in which payments are made based
current credit exposure for that agreement. upon two floating rate indices (so-called floating/floating

The definition of a legally enforceable bilateral netting Of basis swaps), foreign exchange contracts with an
agreement for purposes of this item is the same as tha‘l_original maturiw of 14 days or IeSS, and futures contracts.
set forth in the risk-based capital rules. These rules
require a written bilateral netting contract that creates a

smgtle I;egal gbtlr']g?t'(;)n covetrlng f?”. 'nCIUdTS |nd|V|d|uaI component is the contract’s effective notional amount or
contracts and that does not contain a walkaway Clause. .. yaiye, (For example, a swap contract with a stated

The bilateral netting agreement must be supported by, ional amount of $1,000,000 whose terms called for
written and reasoned legal opinion(s) representing thatquarterly settlement of the difference between 5% and

an organization’s claim or obligation, in the event of a LIBOR multiplied by 10 has an effective notional
legal challenge, including one resulting from default, amount of $10,000,000.)

insolvency, bankruptcy, or similar circumstances, would

be found by the court and administrative authorities of The notional amount to be reported for an amortizing
all relevant jurisdictions to be the net sum of all positive off-balance-sheet derivative contract is the contract’s cur-
and negative market values of contracts included in therent (or, if appropriate, effective) notional amount. This
bilateral netting contract. Refer to the discussion of “net- notional amount should be reported in the column
ting of off-balance-sheet derivative contracts” in the corresponding to the contract’s remaining term to final
definition section above, or to the Federal Reserve’s maturity.

amended risk-based capital guidelines.

The notional amount or par value to be reported for an
off-balance-sheet derivative contract with a multiplier

The effective notional principal amount or par value of

off-balance-sheet derivative contracts is to be reported
Line Item M2 Notional principal amounts of gross. However, for foreign exchange contracts and other
off-balance-sheet derivative contracts. similar contracts in which the notional principal is
equivalent to cash flows, the total notional principal is
defined as the net receipts to each party falling due on
each value date in each currency.

Report in the appropriate subitem and column below the
notional amount or par value of off-balance-sheet con-
tracts included in Schedule HC-F, Part Ill, item 1, that
are subject to risk-based capital requirements. For exam-or descriptions of “interest rate contracts,” “exchange
ple, such contracts include swaps, forwards, and pur-contracts,” “commodity and other contracts,” and
chased options. Report notional amounts and par values‘equity contracts,” refer to the definition section of this
in the column corresponding to the contract’s remaining schedule or refer to Schedule HC-F, Part IlI, item 1.

"o
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Line Item M2(a) Interest rate contracts. For purposes of determining the credit equivalent amount
Report in the appropriate column the notional amount or to be reported in Schedule HC-1, Part I, item 10, the
x bprop notional principal amount should be multiplied by the

par value of mterest r_ate contracts that are subject toappropriate credit conversion factor as follows: (1) 1.0%
risk-based capital requirements. Report notional amountsg " o ts with a remaining maturity of one year or

and par values in the column corresponding to the con- less; (2) 5.0% for contracts with a remaining maturity of

tract’s remaining term to maturity from the report date. over one year to five years, and (3) 7.5% for contracts

Remam_mg maturities are to be reported as (1). one year i a remaining maturity of over five years.
or less in column A, (2) over one year through five years

in column B, or (3) over five years in column C.

- . . Line Item M2(d) Other precious metals contracts.
For purposes of determining the credit equivalent amount

to be reported in Schedule HC-I, Part Il, item 10, the Reportin the appropriate column the notional amount or
notional principal amount should be multiplied by the par value of all silver, platinum, palladium, and other
appropriate credit conversion factor as follows: (1) 0% precious metals contracts that are subject to risk-based
for contracts with a remaining maturity of one year or capital requirements. Report notional amounts and par
less; (2) 0.5% for contracts with a remaining maturity of values in the column corresponding to the contract’s
over one year to five years, and (3) 1.5% for contracts remaining term to maturity from the report date. Remain-

with a remaining maturity of over five years. ing maturities are to be reported as (1) one year or less in
column A, (2) over one year through five years in col-

umn B, or (3) over five years in column C.

Line Item M2(b) Foreign exchange contracts. - . :
For purposes of determining the credit equivalent amount

Report in the appropriate column the notional amount or to be reported in Schedule HC-I, Part II, item 10, the
par value of foreign exchange contracts that are subjectnotional principal amount should be multiplied by the

to risk-based capital requirements. Report notional appropriate credit conversion factor as follows: (1) 7.0%
amounts and par values in the column corresponding tofor contracts with a remaining maturity of one year or

the contract’'s remaining term to maturity from the report less; (2) 7.0% for contracts with a remaining maturity of

date. Remaining maturities are to be reported as (1) oneover one year to five years, and (3) 8.0% for contracts
year or less in column A, (2) over one year through five with a remaining maturity of over five years.

years in column B, or (3) over five years in column C.

For purposes of determining the credit equivalent amount Line Item M2(e) Other commodity contracts.
to be reported in Schedule HC-I, Part Il, item 10, the
notional principal amount should be multiplied by the

appropriate credit conversion factor as follows: (1) 1.0%
for contracts with a remaining maturity of one year or

less; (2) 5.0% for contracts with a remaining maturity of
over one year to five years, and (3) 7.5% for contracts
with a remaining maturity of over five years.

Report in the appropriate column the notional amount or
par value of all other commodity contracts that are
subject to risk-based capital requirements. Report
notional amounts and par values in the column corre-
sponding to the contract’s remaining term to maturity

from the report date. Remaining maturities are to be
reported as (1) one year or less in column A, (2) over one
year through five years in column B, or (3) over five

Line Item M2(c) Gold contracts. years in column C.

Report in the appropriate column the notional amount or For purposes of determining the credit equivalent amount
par value of gold contracts that are subject to risk-basedto be reported in Schedule HC-I, Part Il, item 10,
capital requirements. Report notional amounts and parthe notional principal amount should be multiplied by
values in the column corresponding to the contract’'s the appropriate credit conversion factor as follows:
remaining term to maturity from the report date. Remain- (1) 10.0% for contracts with a remaining maturity of one
ing maturities are to be reported as (1) one year or less inyear or less; (2) 12.0% for contracts with a remaining
column A, (2) over one year through five years in col- maturity of over one year to five years, and (3) 15.0% for
umn B, or (3) over five years in column C. contracts with a remaining maturity of over five years.
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Line Item M2(f) Equity derivative contracts. Line Item 1(b) Tier 2 capital.

Report in the appropriate column the notional amount or Report the amount of the bank holding company’s Tier 2
par value of equity derivative contracts that are subject to capital on a consolidated basis as outlined in the risk-
risk-based capital requirements. Report notional amountsbased capital guidelines. The amount reported should be
and par values in the column corresponding to the con-equal to Section 3.a, line item 6 of the “Optional Work-
tract’s remaining term to maturity from the report date. sheet to Compute Risk-Based Capital Ratios for the
Remaining maturities are to be reported as (1) one yearConsolidated Bank Holding Company” that has been

or less in column A, (2) over one year through five years provided with the FR Y-9C instructions for guidance in
in column B, or (3) over five years in column C. determining the Tier 2 capital amount. The amount

o ) ) reported in this item must be less than or equal to the
For purposes of determining the credit equivalent amount g qunt reported in Schedule HC-I, Part IIl, item 1(a),
to be reported in Schedule HC-I, Part Il, item 10, the «Tigr 1 capital.”

notional principal amount should be multiplied by the

appropriate credit conversion factor as follows: (1) 6.0% | ine |tem 1(c) Tier 3 capital.

for contracts with a remaining maturity of one year or

less; (2) 8.0% for contracts with a remaining maturity of Report the amount of the bank holding company’s Tier 3

over one year to five years, and (3) 10.0% for contracts capital allocated for market risk. This item is only appli-
with a remaining maturity of over five years. cable to bank holding companies that are subject to the

market risk capital guidelines as discussed in the the
general instructions for Schedule HC-l (see “Market

Part Ill.  Amounts used in calculating Risk Capital Guidelines” at the end of the general in-
regulatory capital ratios (report amounts structions for Schedule HC-I). Bank holding companies

. . that are not subject to the market risk guidelines or do
determined by the bank holding company not have any Tier 3 capital should report zero in this

for its own internal regulatory capital item.

analyses): The amount reported in this item may only be used to

satisfy the bank holding company’s market risk capital
Line Item 1(a) Tier 1 capital. requirement and may not be used to support credit risk.

The sum of the amount reported in this item and the
Report the amount used for both the numerator of the 5mount reported in Schedule HC-I, Part Il item 1(b),

Tier 1 risk-based and Tier 1 leverage capital ratios, on a «Tjer 2 capital,” must be less than or equal to the amount
consolidated basis, net of the appropriate deductions aSeported in Schedule HC-I, Part Ill, item 1(a), “Tier 1
outlined in the risk- based capital guidelines. The amount capital.” In addition, Tier 3 capital allocated for market
reported should be equal to Section 1, line item 18 of the risk plus Tier 2 capital allocated for market risk are
“Optional Worksheet to Compute Risk-Based Capital |imited to 71.4 percent of a bank holding company’s
Ratios for the Consolidated Bank Holding Company” measure for market risk. The amount of Tier 3 capital
that has been provided with the FR Y-9C instructions for that should be reported in this item is the amount that is
guidance in determining the Tier 1 capital amount. calculated in Section 3.b, item 3, of the “Optional Work-
sheet to Compute Risk-Based Capital Ratios for the
Consolidated Bank Holding Company” that has been
provided with the FR Y-9C instructions for guidance in
determining the Tier 3 capital amount.

If the bank holding company has any low level recourse
transactions and chooses to use tfieect reduction
methodfor reporting these transactions in Schedule HC-I
(as discussed in Schedule HC-I, Part Il, item 4, “Assets
sold with recourse”), donot deduct any of the bank
holding company’s “maximum contractual dollar
amount of recourse exposure in low level recourse trans-Report the amount used for the numerator of the total
actions,” as reported in Schedule HC-I, Part I, memoran- risk-based capital ratio, on a consolidated basis, net of
dum item 8, from the amount of Tier 1 capital that the the appropriate deductions as outlined in the risk-based
bank holding company reports in this item. capital guidelines. Total risk-based capital reported

Line Item 1(d) Total risk-based capital.
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should be equal to Section 4, line item 7 of the “Optional “Market risk equivalent assets,” for those bank holding

Worksheet to Compute Risk-Based Capital Ratios for the companies subject to the market risk capital guidelines.
Consolidated Bank Holding Company” that has been The amount reported should equal Section 4, line item 2
provided with the FR Y-9C instructions for guidance in of the “Optional Worksheet to Compute Risk-Based

determining the total risk-based capital amount. Capital Ratios for the Consolidated Bank Holding Com-

pany” that has been provided with the FR Y-9C instruc-

tions for guidance in determining the total risk-weighted

| assets.

If the bank holding company has any low level recourse
transactions and chooses to use tfieect reduction
methodfor reporting these transactions in Schedule HC-

(as discussed in Schedule HC-I, Part Il, item 4, “Assets A|l covered positions that are subject to the market risk
sold with recourse”), donot deduct the bank holding  capital guidelines, except for foreign exchange positions
company’s “maximum contractual dollar amount of that are outside of the trading account and all over-the-
recourse exposure in low level recourse transactions,” asgounter (OTC) derivatives, are excluded from the
reported in Schedule HC-I, Part I, memorandum item 8, 3mounts used to determine risk-weighted assets. Foreign
from the amount of total risk-based capital that the bank exchange positions outside of the trading account and all
holding company reports in this item. OTC derivatives have a counterparty credit risk capital

) ) ) charge and are included in net risk-weighted assets.
Line Item 2 Market risk equivalent assets.

If the bank holding company has any low level recourse
exposures, it should include in the net risk-weighted
assets reported in this item the appropriate amount for
these exposures as determined undedttect reduction
methodor the gross-up methodl'hese methods are dis-
cussed in Schedule HC-I, Part Il, item 4, “Assets sold
with recourse.”

Report the amount of the bank holding company’s mar-
ket risk equivalent assets. This item is applicable only to
bank holding companies that are subject to the market
risk guidelines. All other bank holding companies should
report zero in this item. Market risk equivalent assets
equal the bank holding company’s measure for market
risk multiplied by 12.5. Bank holding companies should
refer to the Federal Reserve’s capital guidelines for spe-
cific instructions on the calculation of the measure for Line Item 4 Average total assets (net of
market risk. deductions).

Report the amount used in the denominator of the Tier 1
leverage capital ratio, on a consolidated basis, net of the
appropriate deductions as outlined in the risk-based capi-
tal guidelines. The amount reported should equal Section
4, line item 11 of the “Optional Worksheet to Compute
Report the amount used in the denominator of the risk- Risk-Based Capital Ratios for the Consolidated Bank
based capital ratio, on a consolidated basis, net of theHolding Company” that has been provided with the
appropriate deductions as outlined in the risk-based capi-FR Y-9C instructions for guidance in determining
tal guidelines. The amount reported in this item includes the amount of average total assets to be reported in this
any amount reported in Schedule HC-I, Part Ill, item 2, item.

Line Item 3 Net risk-weighted assets (total gross
risk-weighted assets less excess allowance [amount
that exceeds 1.25% of total gross risk-weighted
assets] and all other deductions).
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LINE ITEM INSTRUCTIONS FOR

Additional Detail on Capital Components
Schedule HC-IC

General Instructions The amounts reported in 1(a)(1), 1(a)(2), and 1(b) should

. . . be reported net of any perpetual preferred stock included
Tier 1 and Tier 2 capital are calculated from the data ;, treasury stock. In addition, report in item 1(a) and

collected on this schedule in combination with informa- 1(b), as appropriate, the amount of any perpetual pre-
tion reported on Schedule HC. The information provided fqorad stock net of the offsetting debit to the liability

on this schedule alone is not sufficient to perform the .o,qed by the reporting bank holding company in

Tier 1 and Tier 2 calculations. connection with its ESOP debt to the extent that the

proceeds of the borrowings were used to purchase the
Line ltem 1 Perpetual preferred stock (including holding company’s or its consolidated subsidiaries’ per-
related surplus). petual preferred stock.

Report in item 1(a) all perpetual preferred stock that is For example, if the holding company’s ESOP uses the
eligible for inclusion in Tier 1 capital. Such perpetual proceeds of its borrowings to purchase auction rate per-
preferred stock includes all noncumulative (item 1(a)(1)) petual preferred stock, then the amount of the offsetting
and cumulative perpetual preferred stock that does notdebit to the liability recorded for that debt should be
have the rate features of auction rate perpetual preferrednetted from the amount of auction rate perpetual pre-
stock (item 1(a)(2)). ferred stock reported in item 1(b). Similarly, if the hold-
o ) ) ing company’s ESOP uses the proceeds of its borrowings
Report in item 1(a)(3) cumulative preferred stock instru- 14"y rchase noncumulative or cumulative perpetual pre-

ments issued out of subsidiaries, including special pur- terreq stock other than auction rate perpetual preferred
pose subsidiaries that are wholly owned by the parentgiock  then the amount of the offsetting debit to the
company and are eligible for inclusion in Tier 1 capital. |;apjjity recorded for that debt should be netted from the

Such instruments, which i_nclude trust preferred stock, 5 mount of other perpetual preferred stock reported in
are marketed under a variety of names such as MIPS, o, 1(a)(1) or 1(a)(2), as appropriate.

QUIPS and TOPTrS, should also be reported in minority

interest on Schedule HC. The amount of these instru-

ments, together with other cumulative preferred stock a Line ltem 2 Total perpetual debt, undedicated

bank holding company may include in Tier 1 capital, is portions of mandatory convertible securities

limited to 25 percent of Tier 1 capital, as specified by the (included in Schedule HC, items 20(a) and 20(b)

Risk-Based Capital Guidelines. and long-term preferred stock with an original
maturity of 20 years or more that qualify for

Report in subitem 1(b) all auction rate perpetual pre- supplementary capital (after discounting).

ferred stock (as defined in Schedule HC-I) and any other _
perpetual preferred stock deemed by the Federal Reservér€port as one amount the sum of the following:

to be eligible for Tier 2 capital only. (1) The total amount of perpetual debt issued by the

For definitions of noncumulative and cumulative per- reporting bank holding company or its consolidated
petual preferred stock and perpetual preferred stock eli-  subsidiaries. Perpetual debt must be unsecured and,
gible for Tier 2 capital only, see the Definition section of if issued by a bank, it must be subordinated to the
Schedule HC-I, Risk-Based Capital. claims of the depositors;
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(2) The portion of mandatory convertible securities Report as one amount the sum of the following:
included in Schedule HC, items 20(a) and 20(b) that
does not have common or preferred stock dedicated(l)
to redeem or retire such securities;

limited-life preferred stock (included in Schedule
HC, item 21) that has an original weighted average
maturity of at least five years but less than 20 years,

(3) Long-term preferred stock with an original maturity that is, intermediate preferred stock (see definition in
of 20 years or more that qualify for supplementary the Definition section of the instructions to Sched-
capital, after discounting. The discount factors to be ~ ule HC-I). See discount factors to be applied to
app“ed to |0ng_term preferred stock are based on the limited-life preferred stock below. Limited-life pre-
remaining maturity as follows: ferred stock with an original maturity of 20 years or

more is to be reported in item 2 above.
(a) 100 percent of the outstanding amount of long-
term preferred stock with a remaining maturity

of over five years;

(2) subordinated debt with an original weighted average
maturity of five years or more (included in Sched-
ule HC, item 21).

(b) 80 percent of the outstanding amount of long-
term preferred stock with a remaining maturity
of greater than four years, up to and including
five years;

For purposes of reporting this itemxcludesubordi-
nated debt in the form of: (a) perpetual debt (report
in item 2 of this schedule); and (b) mandatory con-
vertible securities except as described in paragraph 4

(c) 60 percent of the outstanding amount of long- below.

term preferred stock with a remaining maturity The giscount factors to be applied to limited-life pre-
of greater than three years, up to and including ferred stock that has an original weighted average matu-
four years; rity of at least five years but less than 20 years, and
subordinated debt with an original weighted average
maturity of five years or more are based on the remaining
maturity as follows:

(d) 40 percent of the outstanding amount of long-
term preferred stock with a remaining maturity
of greater than two years, up to and including

three years; (a) 100 percent of the outstanding amount of these
. instruments with a remaining maturity of over
(e) 20 percent of the outstanding amount of long- five years: g Y
term preferred stock with a remaining maturity ’
of greater than one year, up to and including (b) 80 percent of the outstanding amount of these
two years. instruments with a remaining maturity of greater

See the definition section of Schedule HC-I for a defini- than four years, up to and including five years;

tion of long-term preferred stock. (c) 60 percent of the outstanding amount of these
instruments with a remaining maturity of greater

Line Item 3 Intermediate preferred stock with an than three years, up to and including four years;

original weighted average maturity of 5 years or (d) 40 percent of the outstanding amount of these
more; subordinated debt with an original weighted instruments with a remaining maturity of greater
average maturity of 5 years or more; or unsecured than two years, up to and including three years;
long-term debt issued by the bank holding company

prior to March 12, 1988, that qualified as secondary (e) 20 percent of the outstanding amount of these
capital (after discounting). instruments with a remaining maturity of greater

than one year, up to and including two years.
The Risk-Based Capital Guidelines limit the amount of y P ¢ y

certain types of instruments that can be counted as Tier 2(3) unsecured long-term debt (other than subordinated

capital to 50 percent of Tier 1 capital, net of goodwill. debt) issued by the bank holding company prior to
The types of capital instruments subject to this limit March 12, 1988, that qualified as secondary capital
within Tier 2 are discussed below. when issued; and
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(4) the portion of mandatory convertible securities out- When an ESOP borrows money and that debt is guaran-
standing that have the proceeds of common or per-teed by the employer bank holding company, the obliga-
petual preferred stock dedicated (in accordance with tion of the ESOP is to be reported as a liability on the
Appendix B of Regulation Y) to retire or redeem books of the employer (i.e., the reporting bank holding
them, in whole or in part (included in Schedule HC, company). The offsetting debit to that liability is to be
items 20(a) and 20(b)). The portion of mandatory reported in this item.
convertible securities that doest have common or
preferred stock dedicated to redeem or retire it
should beexcludedrom this line item and included
in line item 2 above.

As no real expansion of equity has occurred, this offset-
ting debit is to be reported by the reporting bank holding
company as a reduction of shareholders’ equity and, for
purposes of this report, included in Schedule HC,
For example, if a bank holding company issues $100 of item 27(h), as well as being separately reported in this|
common stock and dedicates the proceeds of that issuschedule. In addition, the amount reported in this item
ance to redeem or retire, in five years, $100 out of $500 will also be reported in item 5(a) or 5(b), as appropriate.
of equity commitment notes outstanding, that $100 of

equity commitment notes should be reported in this item. Line Item 5 Treasury stock.

The remaining $400 of equity commitment notes out-
standing with no common or perpetual preferred stock
issued and dedicated to redeem or retire them should b
reported in line item 2 above.

Report the amount of treasury stock in the form of
é)erpetual preferred stock in item 5(a) and in the form of
common stock in item 5(b).

The amounts reported in 5(a) and 5(b) should include,
as appropriate, the amount of the offsetting debit to the
liability recorded by the reporting bank holding company

in connection with its ESOP’s debt. The offsetting debit

should be allocated based on what type of stock the
ESOP purchased with the proceeds of the borrowings.

Mandatory convertible securities that do not have com-
mon or perpetual preferred stock, the proceeds of which
are dedicated to retire or redeem them, are to be omitted
from this item because under the Risk-Based Capital
Guidelines they are not subject to the same restrictions
for inclusion in Tier 2 capital as the transactions

described in paragraphs 1 through 4 of this instruction For example, if the holding company’s ESOP uses the

(that is, 50 percent of Tier 1, net of goodwill). proceeds of its borrowings to purchase the perpetual
preferred stock of the holding company or its consoli-
Line Item 4 Offsetting debit to the liability (i.e., dated subsidiaries, then the amount of the offsetting debit
the contra account) for Employee Stock Ownership to the liability recorded for that debt should be included
Plan (ESOP) debt guaranteed by the reporting in item 5(a). If, however, the holding company’'s ESOP
bank holding company. uses the proceeds of its borrowings to purchase the

common stock of the holding company or its consoli-
dated subsidiaries, then the amount of the offsetting debit

for Employee Stock Ownership Plan (ESOP) debt to the liability recorded for that debt should reported in
L = . item 5(b).

implicitly or explicitly guaranteed by the reporting bank

holding company. This amount should be reduced as theThe sum of these two items should equal the amount
guaranteed debt is amortized. reported in Schedule HC, item 27(h), “Treasury stock.” |

Report in this item the total dollar amount of the offset-
ting debit to the liability (i.e., the equity contra account)

Instructions for Preparation of Reporting Form FR Y-9C HC-IC-3
Schedule HC-IC March 1999



Notes to the
Balance Sheet

This section has been provided to allow bank holding companies that so wish
to explain the content of specific items in the balance sheet. The reporting bank
holding company should include any transactions reported on Schedules HC
through HC-IC that it wishes to explain or that have been separately disclosed
in the bank holding company’s quarterly reports to its shareholders, in its press
releases, or on its quarterly reports to the Securities and Exchange Commis-
sion (SEC). Also include any transactions which previously would have
appeared as footnotes to Schedules HC through HC-IC.

Report in the space provided the schedule and line item for which the holding
company is specifying additional information, a description of the transaction

and, in the column provided, the dollar amount associated with the transaction
being disclosed.

Bank holding companies must report in a footnote any “negative goodwill”
that is included in Schedule HC, item 23, “Other liabilities.”
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LINE ITEM INSTRUCTIONS FOR THE

Consolidated Report of Income
Schedule HI

The line item instructions should be read in conjunction with the Glossary and
other sections of these instructions. See the discussion of the Organization of the
Instruction Books in the General Instructions.

General Instructions Include as interest and fee income on loans:

Report in accordance with these instructions all income (1) Interest on all assets reportable as loans extended
and expense of the consolidated bank holding company  directly, purchased from others, subject to repur-
for the calendar year-to-date. Include adjustments of chase, or pledged as collateral for any purpose.
accruals and other accounting estimates made shortly

after the end of a reporting period which relate to the @ dAgtgéeLO;;eklitoelgi:]ee:O%n ;%ar;s T)Er}':?ollig tgz coorrt1(s)ch1I||—
income and expense of the reporting period. 9 pany'sp - R€p y

the consolidated bank holding company’s propor-
Bank holding companies that began operating during the  tional share of yield-related fees collected in connec-
reporting period should report in the appropriate items of tion with a loan syndication or participation that are

Schedule HI all income earned and expense incurred  not passed through to another lender.

since commencing operations. The bank holding com-
pany should report pre-opening income earned and
expenses incurred from inception until the date opera-
tions commenced using one of the two methods (4) Investigation and service charges, fees representing
described in the Glossary entry for “start-up activities.” a reimbursement of loan processing costs, renewal

and past-due charges, and fees charged for the execu-
tion of mortgages or agreements securing the con-

solidated bank holding company’s loans.

(3) Loan commitment fees recognized and described
under the Glossary entry for “loan fees.”

If the bank holding company entered into a business
combination which became effective during the reporting
period and which has been accounted for as a pooling of

interests, report the income and expense of the combinedsy Accretion of discount on acceptances, commercial

business for the entire year-to-date. If the bank holding paper, loans secured by real estate (including points
company entered into a business combination which charged), and other loans. Deduct amortization of

became effective during the reporting period and which premium on loans secured by real estate or other
has been accounted for as a purchase, report the income  |5ans from gross interest on loans.

and expense of the acquired bank or business only after

its acquisition. Refer to the Glossary entry for “business (6) Charges levied against overdrawn accounts based on

combinations” for further information. the length of time the account has been overdrawn,
the magnitude of the overdrawn balance, or which

Line Item 1 Interest income. are otherwise equivalent to interest. See exclusion
(5) below.

Line Item 1(a) Interest and fee income on loans.

(7) Premiums received or discounts paid on foreign
exchange contracts related to financial swap transac-
tions involving loans. Such gains or losses are known
at the inception of the contract and should be amor-
tized over the life of the contract.

Deduc;t interest rebated to customers on loans paid beforeEXClude from interest and fee income on loans:

maturity from gross interest earned on loans; do not

report as an expense. (1) Fees that are not yield-related, such as management

Report in the appropriate subitem all interest, fees, and
similar charges levied against or associated with all
assets reportable as loans in Schedule HC-B, Part I,
items 1 through 8.
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fees and servicing fees on real estate mortgages otLine Item 1(a)(1)(a) Interest and fee income on
other loans which are not assets of the consolidatedloans excluding obligations (other than securities) of
bank holding company (report in item 5(e), “Other states and political subdivisions in the U.S.

noninterest income”). Report all interest, fees, and similar charges levied

against or associated with all loans in domestic offices
reportable in Schedule HC-B, Part I, items 1 through 8,
excluding obligations (other than securities) of states and
political subdivisions (column B for bank holding com-
panies with foreign offices) that are reportable in Sched-
ule HC-B, Part I, item 8, “All other loans.”

(2) Charges to merchants for the bank holding company
or its consolidated subsidiaries’ handling of credit
card or charge sales when the bank holding company
or its consolidated subsidiaries do not carry the
related loan accounts on its books (report in
item 5(e), “Other noninterest income”).

Line Item 1(a)(1)(b) Interest and fee income on

(3) Net gains or losses from the sale of all assets report-gpligations (other than securities) of states and

able as loans (report net gains in item 5(e), “Other political subdivisions in the U.S. in domestic offices.
noninterest income,” and net losses in item 7(c),

“Other noninterest expense”). Refer to the Glossary
entry for “sales of assets.”

Report in the appropriate subitem all interest, fees, and
similar charges levied against or associated with all
loans in domestic offices reportable in Schedule HC-B,
Part I, item 8(a), “Taxable obligations,” or 8(b), “Tax-

(4) Reimbursements for out-of-pocket expenditures O\ .
exempt obligations.

(e.g., for the purchase of fire insurance on real estate
securing a loan) made by the co_nsolldated bank Line Item 1(a)(1)(b)(1) Taxable obligations.

holding company for the account of its customers. If _ o _
the consolidated bank holding company’s expense Report all interest, fees, and similar charges levied
accounts were charged with the amount of such against or associated with all obligations (in domestic

expenditures, the reimbursements should be creditedoffices) reportable in Schedule HC-B, Part I, item 8(a),
to the same expense accounts. “Taxable obligations (other than securities) of states and

political subdivisions in the U.S.”

(5) Transaction or per item charges levied against

deposit accounts for the processing of checks drawn

against insufficient funds that a depository institution Report all interest, fees, and similar charges levied

subsidiary of the bank holding company assessesagainst or associated with all obligations (in domestic

regardless of whether it decides to pay, return, or offices) reportable in Schedule HC-B, Part I, item 8(b),

hold the check, so-called “NSF check charges” “Tax-exempt obligations (other than securities) of states

(report in item 5(b)(1), “Service charges on deposit and political subdivisions in the U.S.”

accounts” for deposits in domestic offices” or item

5(b)(2), “Other noninterest income” for deposit Line Item 1(a)(2) Interest and fee income on loans

accounts in foreign offices). See inclusion (6) above. in Loreign offices, Edge and Agreement subsidiaries,
and IBFs.

) i Report all interest, fees, and similar charges levied
Line Item 1(a)(1) Interest and fee income onloans  against or associated with all loans in foreign offices,
in domestic offices. Edge and Agreement subsidiaries, and IBFs reportable in

Report in the appropriate subitem all interest, fees, and Schedule HC-B, Part |, column A, items 1 through 8.
similar charges levied against or associated with all loans
in domestic offices reportable in Schedule HC-B, Part |,
items 1 through 8, column B for bank holding companies
with foreign offices and reportable in Schedule HC-B, Report in the appropriate subitem income from direct

Part |, items 1 through 8, for bank holding companies financing and leveraged leases reportable in Sched-
with domestic offices only. ule HC-B, Part I, item 9, “lease financing receivables

Line Item 1(a)(1)(b)(2) Tax-exempt obligations.

Line Item 1(b) Income from lease financing
receivables.
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(net of unearned income).” (See Glossary entry for institutions. Such gains or losses are known at the incep-
“lease accounting.”) tion of the contract and should be amortized over the life
i of the contract.
Exclude:
(1) Any inves_tment tax <_:redit as;c,ocia_ted wit_h leased | ine 1tem 1(0)(1)
property (include in item 9, “Applicable income
taxes.”) Report all income on interest-bearing balances due from
2) Provision f ible | | . depository institutions that are reportable in Sched-
(2) Provision for possible losses on leases (report in o He tem 1(b)(1), “Interest-bearing balances in
item 4(a), “Provision for loan and lease losses.”)

In domestic offices.

domestic offices.”
(3) Rental fees applicable to operating leases for furni-

ture and equipmen; rented_ to others (report in [ine Item 1(c)(2) In foreign offices, Edge and
item 5(e), “Other noninterest income.”) Agreement subsidiaries, and IBFs.

Report all income on interest-bearing balances due from
depository institutions reportable in Schedule HC,
item 1(b)(2), “Interest-bearing balances in foreign
Report the income from all leases reportable in Sched- offices, Edge and Agreement subsidiaries, and IBFs.”
ule HC-B, Part I, item 9, “Lease financing receivables

_(net of u_nearned .income),” whose ir_1come must be Line Item 1(d)
included in gross income for federal income tax pur-
poses, regardless of the availability of investment tax
credits derived from the leases property at the inception Report in the appropriate subitem all income on assets
of the lease. that are reportable in Schedule HC-A, Securities. Include
accretion of discount on securities for the current period.
Deduct current amortization of premium on securities.
(Refer to the Glossary entry for “premiums and
discounts.”)

Report the income from those leases reportable in Sched- . - " .
ule HC-B, Part I, item 9, “Lease financing receivables Include interest and dividends on securities held in the

(net of unearned income),” whose income is excludable consolidated bank holding company’s portfolio, loaned,

from gross income for federal income tax purposes sold subject to repurchase, or pledged as collateral for

regardless of whether the income from the lease must be2"Y PUrpose.

includeo! in the holding company’s alternative _minimum Include interest received at the sale of securities to the
taxable income and regardless of the federal income taxextent that such interest had not already been accrued on

treatment of the interest expense incurred to carry thetne consolidated bank holding company’s books.
lease. Such income is normally derived from certain

lease financing receivables of states and political subdivi- D0 not deduct accrued interest included in the purchase
sions in the U.S. price of securities from income on securities and do not

charge to expense. Record such interest in a separate
asset account (to be reported in Schedule HC, item 11,
“Other assets”) to be offset upon collection of the next
interest payment.

Line Item 1(b)(1) Taxable lease financing
receivable income.

Interest and dividend income on
securities.

Line Item 1(b)(2) Tax-exempt lease financing
receivable income.

Line Item 1(c) Interest income on balances due
from depository institutions.

Report in the appropriate subitem all income on assets
reportable in Schedule HC, item 1(b), “Interest-bearing
balances due from depository institutions.”

Report income from all coupons stripped from U.S. gov-
ernment securities and the accretion of the principal
portion of stripped U.S. government securities not held in
Include premiums received or discounts paid on foreign trading accounts in item 1(d)(3)(a), “Interest and divi-
exchange contracts related to financial swap transactionglend income on U.S. debt securities,” regardless of the
involving interest-bearing balances due from depository category of domestic security involved in the stripping.

Instructions for Preparation of Reporting Form FR Y-9C HI-3
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Exclude net gains (losses) from the sale of stripped (1) Income from advances to, or obligations of, domes-

coupons and the sale of principal portions of stripped
securities (report in item 5(e), “Other noninterest
income,” or item 7(c), “Other noninterest expense,” as
appropriate). Refer to the Glossary entry for “coupon

stripping.”

tic majority-owned subsidiaries not consolidated,

associated companies, and those corporate joint
ventures over which the consolidated bank holding

company exercises significant influence (report in

item 1(g), “Other interest income”).

Include premiums received or discounts paid on foreign (2) The consolidated bank holding company’s propor-
exchange contracts related to financial swap transactions ~ tionate share of the net income or loss from its

involving securities. Such gains or losses are known at
the inception of the contract and should be amortized

over the life of the contract.

Line Item 1(d)(1) U.S. Treasury securities and
U.S. government agency and corporation
obligations.

Report income from all securities reportable in Sched-
ule HC-A, item 1, “U.S. Treasury securities,” and item 2,
“U.S. government agency and corporation obligations.”
Include accretion of discount on U.S. Treasury bills.

Line Item 1(d)(2) Securities issued by states and
political subdivisions in the U.S.

Report in the appropriate subitem income from all secu-

rities reportable in Schedule HC-A, item 3, “Securities
issued by states and political subdivisions in the U.S.”

Line Item 1(d)(2)(a) Taxable securities.

common stock investments in domestic unconsoli-
dated subsidiaries, associated companies, and those
corporate joint ventures over which the consolidated
bank holding company exercises significant influ-
ence (report income or loss before extraordinary
items and other adjustments in item 5(e), “Other
noninterest income,” and report extraordinary items,
net of applicable taxes and minority interest in
item 12).

Line Item 1(d)(3)(a) Debt securities.

Report income from all debt securities reportable in
Schedule HC-A, item 4(a), “U.S. debt securities.”
Include income from all coupons stripped from U.S.
government securities and the accretion of the principal
portion of stripped U.S. government securities not held in
trading accounts.

Exclude from interest and dividend income on other
domestic debt securities income from advances to, or
obligations of, domestic majority-owned subsidiaries not
consolidated, associated companies, and those corporate

Report income from all securities reportable in Sched- joint ventures over which the consolidated bank holding

ule HC-A, item 3(a), “Taxable securities” issued by
states and political subdivisions in the U.S.

Line ltem 1(d)(2)(b) Tax-exempt securities.

Report income from all securities reportable in Sched-
ule HC-A, item 3(b), “Tax-exempt securities” issued by
states and political subdivisions in the U.S.

Line Item 1(d)(3) U.S. securities.

Report in the appropriate subitem income from all other
debt securities and from all equity securities of compa-

nies domiciled in the U.S. that are reportable in Sched-

ule HC-A, item 4, “U.S. securities.”

Exclude from interest and dividend income on other
domestic securities:

HI-4

company exercises significant influence (report in
item 5(e), “Other noninterest income”).

Line Item 1(d)(3)(b) Equity securities.

Report income from all equity securities reportable in
Schedule HC-A, item 4(b), “U.S. equity securities.”

Exclude from interest and dividend income on other
domestic equity securities:

(1) The consolidated bank holding company’s propor-
tionate share of the net income or loss from its
common stock investments in domestic unconsoli-
dated subsidiaries, associated companies, and those
corporate joint ventures over which the consolidated
bank holding company exercises significant influ-
ence (report income or loss before extraordinary
items and other adjustments in item 5(e), “Other

Instructions for Preparation of Reporting Form FR Y-9C
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noninterest income,” and report extraordinary items,
net of applicable taxes and minority interest in
item 12).

Line Item 1(d)(4) Foreign securities.

Report in the appropriate subitem income from all
securities reportable in Schedule HC-A, item 5, “Foreign
securities.”

Include income from all coupons stripped from foreign

securities and the accretion of the principal portion of
stripped foreign securities not held in trading accounts.
Excludefrom interest and dividend income on foreign

securities:

(1) Income from advances to, or obligations of, foreign

majority-owned subsidiaries not consolidated, asso-

Exclude from interest and dividend income on foreign
securities the bank holding company’s proportionate
share of the net income or loss from its common stock
investments in foreign unconsolidated subsidiaries, asso-
ciated companies, and those corporate joint ventures
over which the consolidated bank holding company exer-
cises significant influence (report income or loss before
extraordinary items and other adjustments in item 5(e),
“Other noninterest income,” and report extraordinary
items and other adjustments in item 12).

Line Item 1(e) Interest income from assets held in

trading assets.

Report the interest income earned on assets reportable in
Schedule HC, item 5, “Trading assets.”

ciated companies, and those corporate joint venturesincjude accretion of discount on assets held in trading

over which the consolidated bank holding company
exercises significant influence (report in item 1(g),
“Other interest income”).

()

The bank holding company’s proportionate share of
the net income or loss from its common stock invest-

ments in foreign unconsolidated subsidiaries, associ-

accounts that have been issued on a discount basis, such
as U.S. Treasury bills and commercial paper.

Exclude trading gains and losses and fees from assets
held in trading accounts (report in item 5(c)).

ated companies, and those corporate joint venturesLine Item 1(f) Interest income on federal funds

over which the consolidated bank holding company
exercises significant influence (report income or
loss before extraordinary items and other adjust-
ments in item 5(e), “Other noninterest income,” and

report extraordinary items and other adjustments in
item 12).

Line Item 1(d)(4)(a) Debt securities.

Report income from all debt securities reportable in
Schedule HC-A, item 5(a), “Foreign debt securities.”

Include income from all coupons stripped from foreign
debt securities and the accretion of the principal portion
of stripped foreign securities not held in trading accounts.
Exclude from interest and dividend income on foreign
securities income from advances to, or obligations of,
foreign majority-owned subsidiaries not consolidated,

sold and securities purchased under agreements to
resell.

Report the gross revenue from assets reportable in Sched-
ule HC, item 3, “Federal funds sold and securities pur-
chased under agreements to resell.”

Report the expense of federal funds purchased and secu-
rities sold under agreements to repurchase in item 2(b);
do not deduct from the gross revenue reported in this
item.

Line Item 1(g) Other interest income.

Report all interest income not properly reported in items
1(a) through 1(f) above. Other interest income includes,
but is not limited to:

associated companies, and those corporate joint venture§l) Interest income on real estate sales contracts report-

over which the consolidated bank holding company exer-

cises significant influence (report in item 5(e), “Other
noninterest income”).
Line Item 1(d)(4)(b) Equity securities.

Report income from all equity securities reportable in
Schedule HC-A, item 5(b), “Foreign equity securities.”

Instructions for Preparation of Reporting Form FR Y-9C
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able in Schedule HC, item 7, “Other real estate
owned.”

(2) Interest income from advances to, or obligations of,
majority-owned subsidiaries not consolidated on this
report, associated companies, and those corporate
joint ventures over which the consolidated bank
holding company exercises significant influence.

HI-5



Schedule HI

Excludethe consolidated bank holding company’s brokered deposits (report in item 7(c), “Other noninter-
proportionate share of the income or loss before est expense”).
extraordinary items and other adjustments from its

. . . -~ Deduct from the gross interest expense of the appropriate
common stock investments in unconsolidated subsid- g P pprop

o . . category of time deposits penalties for early withdrawals,
laries, associated companies, and th_ose corporate, portions of such penalties, that represent the forfeiture
joint ventures over which the bank holding company ¢ interest accrued or paid to the date of withdrawal. If
exercises significant influence (report in item 5(€), material, portions of penalties for early withdrawals that
Other noninterest income™) and the consolidated gyceed the interest accrued or paid to the date of with-
bank holding company’s proportionate share of grawal should not be treated as a reduction of interest

material extraordinary items and other adjustments expense but should be included in item 5(e), “Other

items net of applicable taxes and minority interest”). ) ) .
PP Y ) Do not deduct any credits resulting from the capitaliza-

(3) Interest received on other assets not specified abovetion of an imputed interest rate associated with the inter-
nal financing of the cost of constructing buildings of the
ank holding company or its consolidated subsidiaries
deduct from item 7(c), “Other noninterest expense”).
(See the Glossary entry for “capitalization of interest.”)

(4) Interest attributed to transactions that are not directly
associated with a balance sheet asset, such as th
interest attributed to interest rate swaps or to foreign
exchange transactions.

Include premiums paid or discounts received on foreign
exchange contracts related to financial swap transactions

Line ltem 1(h) Total interest income. that involve interest-bearing deposits in domestic offices.

Report the sum of items 1(a) through 1(g). Such gains or losses are known at the inception of the
contract and should be amortized over the life of the
contract.

Line Item 2 Interest expense.

Line Item 2(a) Interest on deposits. ;?igel;em 2(a)(1) Interest on deposits in domestic
Report in the appropriate subitem all interest expense,

including amortization of the cost of merchandise or Line Item 2(a)(1)(a) Interest on time deposits of
property offered in lieu of interest payments, on deposits $100,000 or more.

reportable in Schedule HC, item 13(a)(2), “Total R tint ¢ It d it tabl
interest-bearing deposits in domestic offices” and . eport Interest expense on ail ime deposits reportabie

: p : T : Schedule HC-C, items 1(e) and 2(e), “Time deposits

item 13(b)(2), “Interest-bearing deposits in foreign in . . : i

offices, Edge and Agreement subsidiaries, and IBFs.” of $100,000 or more” in domestic offices of commercial
banks and in domestic offices of other depository

Excludethe cost of gifts or premiums (whether in the institutions.

form of merchandise, credit, or cash) given to depositors

at the time of the opening of a new account or an | jne jtem 2(a)(1)(b) Interest on time deposits of

addition to, or renewal of, an existing account (report in |ass than $100.000.

item 7(c), “Other noninterest expense”). . o _ .
Report in this item all interest expense reportable in

Include as interest expense on the appropriate categongchedule HC-C, items 1(d) and 2(d), “Time deposits of
of deposits finders’ fees and brokers’ fees that representiess than $100,000” in domestic offices of subsidiary

an adjustment to the interest rate paid on deposits that the;gmmercial banks and in domestic offices of other sub-
banking subsidiaries of the consolidated bank holding sidiary depository institutions.

company acquire through brokers. If material, such fees
should be capitalized and amortized over the term of the
related deposits. However, exclude fees levied by bro-
kers that are, in substance, retainer fees or that otherwiseReport interest expense on all deposits reportable in
do not represent an adjustment to the interest rate paid orSchedule HC, item 13(a)(2), “Interest-bearing deposits

Line Item 2(a)(1)(c) Interest on other deposits.
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in domestic offices,” excluding interest on time deposits Schedule HC, items 20(a) and 20(b), “Equity contract
in domestic offices of subsidiary commercial banks and notes, gross” and “equity commitment notes, gross,”
in domestic offices of other subsidiary depository institu- and item 21, “Subordinated notes and debentures.”

tions, which are reportable in items 2(a)(1)(a) or

2(a)(1)(b) above. Include amortization of expenses incurred in the issuance

of notes and debentures subordinated to deposits and of
expenses incurred in the issuance of any other debt that

Line ltem 2(a)(2) - Interest on deposits in foreign is designated as subordinated in its indenture agreement.

offices, Edge and Agreement subsidiaries, and IBFs.
Capitalize such expenses, if material, and amortize them

Report interest expense on all deposits in foreign offices over the life of the related notes and debentures.

reportable in Schedule HC, item 13(b)(2), “Interest-
bearl.ng dgposﬁs in forﬁzlgn offices, Edge and Agreementl_ine ltem 2(e) Other interest expense.
subsidiaries, and IBFs.

Report in this item the interest expense on all other

Include premiums paid or discounts received on fore'gns!iabilities not reported in items 2(a) through 2(d) above.

exchange contracts related to financial swap transaction
that involve deposits in foreign offices. Such gains or

losses are known at the inception of the contract and Line Item 2(f) - Total interest expense.

should be amortized over the life of the contract. Report the sum of items 2(a) through 2(e).
Line Item 2(b) Expense of federal funds Line Item 3 Net interest income.
purchased and securities sold under agreements to Report the difference between item 1(h), “Total interest

repurchase. income” and item 2(f), “Total interest expense.” If the

Report the gross expense of all liabilities reportable in amount is negative, enclose it in parentheses.
Schedule HC, item 14, “Federal funds purchased and
securities sold under agreements to repurchase.” Line Item 4 Provisions.

Report the income of federal funds sold and securities

o Line ltem 4(a) Provision for credit losses.
purchased under agreements to resell in item 1(f); do not (@)

deduct from the gross expense reported in this item. Report the amount needed to make the allowance for
loan and lease losses, as reported in Schedule HC,
Line Item 2(c) Interest on borrowed funds. item 4(b), adequate to absorb expected loan and lease

losses, based upon management’s evaluation of the con-
solidated bank holding company’s current loan and
lease portfolio. Also report in this item any amount
provided for credit losses related to off-balance-sheet
credit exposures, based upon management’s evaluation
of the consolidated bank holding company’s current off-
o o X °S$alance-sheet credit exposures. The amount reported in
and obligations under capitalized leases, which is hic item must equal Schedule HI-B, Part I, item 4,

reported in Schedule HC, items 17 and 18. Include «pision for credit losses.” Enclose negative amounts
premiums paid or discounts received on foreign ;. parentheses.

exchange contracts related to financial swap transactions

that involve other borrowed money. Such gains or losses The amount reported here may differ from the bad debt

are known at the inception of the contract and should be expense deduction taken for federal income tax pur-

amortized over the life of the contract. poses. (Refer to the Glossary entry for “allowance for
loan and lease losses” for additional information.)

Report the interest expense on all liabilities reportable in
Schedule HC, item 16, “Commercial paper,” item 17,
“Other borrowed money with a remaining maturity of
one year or less,” and item 18, “Other borrowed money
with a remaining maturity of more than one year.”

Line Item 2(d) Interest on subordinated notes and ' o
debentures and on mandatory convertible securities. ~ Line Item 4(b)  Provision for allocated transfer

risk
Report the interest expense on all liabilities reportable in . _ _ .
If the consolidated bank holding company is required to

Instructions for Preparation of Reporting Form FR Y-9C HI-7
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establish and maintain an allocated transfer risk reserveLine Item 5(b)(1) Service charges on deposit
as specified in Section 905(a) of the International Lend- accounts.

ing Supervision Act of 1983, in the agency regulations
implementing the Act (Subpart D of Federal Reserve
Regulation K) and in any guidelines, letters, or instruc-
tions issued by the Federal Reserve, report in this item (1) For the maintenance of their deposit accounts with
the amount of the provision for allocated transfer risk. the bank holding company or its consolidated sub-
Enclose negative amounts in parentheses. sidiaries, so-called “maintenance charges.”

Report in this item amounts charged depositors in domes-
tic offices:

If the consolidated bank holding company is not required (2) For their failure to maintain specified minimum
to establish and maintain an allocated transfer risk deposit balances.

reserve, report a zero or the word “none.”
(3) Based on the number of checks drawn on and

Line ltem 5 Noninterest income: deposits made in their deposit accounts.

(4) For checks drawn on so-called “no minimum bal-
Line Item 5(a) Income from fiduciary activities. ance” deposit accounts.

Report gross income from servi.ces rendereq by the trust (5) For withdrawals from nontransaction deposit
departments of the bank holding companies’ banking accounts.

subsidiaries or by any of the bank holding company’s
consolidated subsidiaries acting in any fiduciary capacity. (6) For the closing of savings accounts before a speci-

. . fied minimum period of time has elapsed.
Exclude commissions and fees received for the accumu- P P

lation or disbursement of funds deposited to Individual (7) For accounts which have remained inactive for

Retirement Accounts (IRAs) or Keogh Plan accounts extended periods of time or which have become

when they are not handled by the trust departments of dormant.

the holding company’s subsidiary banks (report in ] ) )

item 5(b)(1), “Service charges on deposit accounts”). (8) For deposits to or withdrawals from deposit
) o accounts through the use of automated teller

RepOI’t the Word “N/A” |f the SubSIdIaI’y bankS Of the machlnes or remote Service unlts

reporting bank holding company have no trust depart-
ments and the bank holding company has no consoli- (9) For the processing of checks drawn against insuffi-

dated subsidiaries that render services in any fiduciary cient funds, so-called “NSF check charges,” that
capacity. the subsidiary banks of the bank holding company
assess regardless of whether it decides to pay,
Line Item 5(b) Service charges, commissions, and return, or hold the check. Exclude subsequent
fees. charges levied against overdrawn accounts based

. . _ on the length of time the account has been over-
Report in the appropriate subitem, the amounts charged drawn, the magnitude of the overdrawn balance, or

depositors who maintain accounts with consolidated which are otherwise equivalent to interest (report in
bank subsidiaries or who fail to maintain SpeCIfIEd mini- the appropriate subitem of item 1(a)(1), “Interest

mum deposit balances; charges based on the number of and fee income on loans in domestic offices”).
checks drawn on and deposits made in deposit accounts; o
and charges for checks drawn on “no minimum-balance” (10) For issuing stop payment orders.

deposit accounts. (11) For certifying checks.
Also report any other service charges, commissions, and
fees charged by the bank holding company or its consoli-
dated subsidiaries.

(12) For the accumulation or disbursement of funds
deposited to Individual Retirement Accounts
(IRAs) or Keogh Plan accounts when not handled

Exclude all intracompany service charges, commissions, by the trust departments of subsidiary banks of the
and fees. reporting bank holding company.
HI-8 Instructions for Preparation of Reporting Form FR Y-9C
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Report such commissions and fees received for earned over the life of the loans. Bank holding
accounts handled by the trust departments of the companies may report servicing income net of the
holding company’s banking subsidiaries or by other servicing assets’ amortization expense.

consolidated subsidiaries in item 5(a), “Income

from fiduciary activities.” (9) The purchase and sale of securities, acceptances,

and commercial paper not held in trading accounts
Exclude penalties paid by depositors for the early for banks and other customers.

withdrawal of time deposits (report in item 5(e),
“Other noninterest income,” or deduct from the
interest expense of the related category of time (11) The negotiation or management of loans from other
deposits, as appropriate). lenders for customers or correspondents.

(10) The notarizing of forms and documents.

(12) The providing of consulting and advisory services

Line Item 5(b)(2) Other service charges, to others.

commissions, and fees.

(13) The lending of securities owned by the consoli-

Report services charges, commissions, and fees for such ~ dated bank holding company.

services as: (14) Charges to merchants for the handling by the bank
(1) Safekeeping and the rental of safe deposit boxes. holding company or its consolidated subsidiaries of
o ) ) credit card or charge sales when the bank holding
(2) The sale of credit life, credit accident and health, company or its consolidated subsidiaries do not
and other insurance policies and the collection of carry the related loan accounts on its books. Bank
premiums (when permitted by state law) on such holding companies may report this income net of
policies. the expenses (except salaries) related to the han-
(3) The sale of bank drafts, money orders, cashiers’ dling of these credit card or charge sales.
checks, and travelers’ checks. (15) Annual or other periodic fees paid by holders of
(4) The collection of utility bills, checks, notes, bond credit cards issued by a consolidated subsidiary of
coupons, and bills of exchange. the consolidated bank holding company. Fees that
are periodically charged to cardholders shall be
(5) The redemption of U.S. savings bonds. deferred and recognized on a straight-line basis
(6) The handling of food stamps and the U.S. Treasury 3:’::32:3 period the fee entitles the cardholder to use

)

8)

Tax and Loan Account, including fees received in
connection with the issuance of interest-bearing (16) Service charges on deposit accounts in foreign
demand notes by a depository institution that is a offices.

consolidated subsidiary of the reporting bank hold-

ing company. (17) Certain fee income associated with standby con-

tracts. (Refer to the Glossary entry for “futures,
The execution of acceptances and the issuance of forward, and standby contracts” for a detailed dis-
commercial letters or credit, standby letters of cussion of the reporting of such fee income.)
credit, deferred payment letters of credit, and letters
of credit issued for cash or its equivalent. Exclude
income on bankers acceptances and trade accep-
tances (report in the appropriate subitem of
item 1(a), “Interest and fee income on loans,” or in
item 1(e), “Interest income from assets held in Line Item 5(c) Trading revenue.
trading accounts,” as appropriate).

(18) Any other service charges, commissions, and fees
not required to be reported in other items of Sched-
ule HI.

Report the net gain or loss from trading cash instruments
The servicing of real estate mortgages or other and off-balance-sheet derivative contracts (including
financial assets held by others. Report premiums in commodity contracts) that has been recognized during
lieu of regular servicing fees on such loans only as the calendar year-to-date. The amount reported in this
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item must equal the sum of Schedule HI, Memoranda
items 9.a through 9.d.

Include as trading revenue:

(1) Revaluation adjustments to the carrying value of
assets and liabilities reportable in Schedule HC,
item 5, “Trading assets,” and Schedule HC, item 15,
“Trading liabilities,” resulting from the periodic
marking to market of such assets and liabilities.

(2) Revaluation adjustments from the periodic marking
to market of interest rate, foreign exchange, equity
derivative, and commodity and other contracts
reportable in Schedule HC-F, Part I, item 2, “Total
gross amount of derivative contracts held for
trading.”

(3) Incidental income and expense related to the pur-
chase and sale of assets and liabilities reportable
in Schedule HC, item 5, “Trading assets,” and
Schedule HC, item 15, “Trading liabilities,” and
off-balance-sheet derivative contracts reportable in
Schedule HC-F, Part Ill, item 2, “Total gross amount
of derivative contracts held for trading.”

If the amount to be reported in this item is a net loss,
enclose it in parentheses.

Line Item 5(d) Not applicable.

Line Item 5(e) Other noninterest income.

Report all operating income of the consolidated bank
holding company for the calendar year-to-date not
required to be reported in items 1(a) through 1(g) and
5(a) through 5(d).

Include as other noninterest income:

(1) Gross income received for performing data process-
ing services for others. Do not deduct the expense
of performing such services for others (report in the
appropriate items of noninterest expense).

(2)

Net gains (losses) from the sale or other disposal of

net unrealized losses) on loans and leases held
for sale during the calendar year to date.

Premises and fixed assets.

(b)
(€)

Other real estate owned. Include all gains and
losses recognized on sales or other disposals of
other real estate owned, increases and decreases
in the valuation allowance for foreclosed real
estate, and write-downs of other real estate
owned subsequent to acquisition (or physical
possession) charged to expense during the cal-
endar year to date. Do not include as a loss on
other real estate owned any amount charged to
the allowance for loan and lease losses at the
time of foreclosure (or physical possession) for
the difference between the carrying value of a
loan and the fair value less cost to sell of the
foreclosed real estate.

(d) Personal property acquired for debts previously
contracted (such as automobiles, boats, equip-

ment, and appliances).

(e) Detached securities coupons and ex-coupon
securities. (Refer to the Glossary entry for

“coupon stripping” for additional information.)
() Coins, art, and other similar assets.

(g) Branches (i.e., where the consolidated bank
holding company sells a branch’s assets to
another depository institution which assumes
the deposit liabilities of the branch).

(3) Gross rentals from real estate owned other than the
consolidated bank holding company premises and
fees charged for the use of parking lots properly
reported as real estate owned other than the bank
holding company premises.

(4) Income (other than interest income) on real estate
sales contracts reportable in Schedule HC, item 7,
“Other real estate owned.”

assets other than securities and trading assets. Bank (5) Net gains (losses) from all transactions involving

holding companies should consistently report net
gains (losses) on each of the following types of
assets either in this item or in item 7(c) below.
Include in this item net gains (losses) from:

(a) All assets reportable as loans. Include net unre-

foreign currency or foreign exchange other than
trading transactions. Bank holding companies
should consistently report these net gains (losses)
either in this item or in Schedule HI, item 7(c)
below.

alized losses (and subsequent recoveries of such (6) Credits resulting from litigation or other claims.

HI-10
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("

)

©)

(10)

(11)

(12)

(13)
(14)
(15)
(16)

The consolidated bank holding company’s propor- these net gains (losses) either in this item or in
tionate share of the income or loss before extraor- Schedule HlI, item 7(c) below.

dinary items and other adjustments from its
common stock investments in unconsolidated
subsidiaries, associated companies, and those cor{1) Deposit insurance assessment credits (report as a
porate joint ventures over which the bank holding reduction of assessment expense in item 7(c), “Other

company exercises significant influence. noninterest expense”).

Exclude from other noninterest income:

Exclude interest income from advances to, or obli- i )
gations of, majority-owned subsidiaries not consoli- Line Item 5(f)  Total noninterest income.

dated on this report, associated companies, andreport the sum of items 5(a) through 5(e).
those corporate joint ventures over which the con-

solide_lted bank hoIding company e>§ercise§ signifi- | ine 1tem 6(a) Realized gains (losses) on

cant influence (report in item 1(9), other_ interest held-to-maturity securities.

income”) and the consolidated bank holding com-

pany’s proportionate share of material extraor- Report the net gain or loss realized during the calendar
dinary items and other adjustments of these entities year-to-date from the sale, exchange, redemption, or
(report in item 12, “Extraordinary items net of retirement of all securities reportable in Schedule HC,
applicable taxes and minority interest”). item 2(a), “Held-to-maturity.” The realized gain or loss

is the difference between the sales price (excluding inter-
est at the coupon rate accrued since the last interest
payment date, if any) and the amortized cost. Also
include in this item the write-downs of the cost basis of
Portions of penalties for early withdrawals of time individual held-to-maturity securities for other-than-
deposits that exceed the interest accrued or paid ontemporary impairments. If the amount to be reported in
the deposit to the date of withdrawal, if material. this item is a net loss, enclose it in parentheses.
Penalties for early withdrawals, or portions of
such penalties, that represent the forfeiture of
interest accrued or paid to the date of withdrawal
are a reduction of interest expense and should
be deducted from the gross interest expense of
the appropriate category of time deposits in
item 2(a)(1), “Interest on deposits in domestic Exclude:
offices.”

Net tellers’ overages, forged check recoveries,
recoveries on payment of checks over stop payment
orders, and similar recurring operating transactions.

Do not adjust for applicable income taxes (income taxes
applicable to gains (losses) on held-to-maturity securities
are to be included in the applicable income taxes
reported in item 9 below and separately reported in
Memorandum item 4 below).

) ) . (1) Realized gains (losses) on available-for-sale securi-
Rental fees applicable to operating leases for furni- * * ties (report in Schedule HI, item 6(b) below) and
ture and equipment rented to others. trading securities (report in Schedule Hl, item 5(c)
Life insurance proceeds on policies for which the above).
bank holding company or its consolidated subsidi-

aries are the beneficiary. (2) Net gains (losses) from the sale of detached securi-

ties coupons and the sale of ex-coupon securities
Gross income generated by securities contributed to  (report in item 5(f), “Other noninterest income,” or
charitable contribution Clifford Trusts. item 7(c), “Other noninterest expense,” as appropri-
ate). (Refer to the Glossary entry for “coupon strip-

Income from ground rents and air rights. ) . )
9 g ping” for further information.)

Income from the sale of checks to depositors.

Interest received on tax refunds. Line Item 6(b) Realized gains (losses) on available-

. . for-sale securities.
Certain net gains (losses) on futures and forward

contracts held for purposes other than trading. Report the net gain or loss realized during the calendar
Bank holding companies should consistently report year-to-date from the sale, exchange, redemption, or
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retirement of all securities reportable in Schedule HC, (3) Contributions to the consolidated bank holding com-
item 2(b), “Available-for-sale securities.” The realized pany’s retirement plan, pension fund, profit-sharing
gain or loss is the difference between the sales price  plan, employee stock ownership plan, employee
(excluding interest at the coupon rate accrued since the  stock purchase plan, and employee savings plan.
last interest payment date, if any) and the amortized cost.
Also include in this item write-downs of the cost basis of
individual available-for-sale securities for other-than-
temporary impairments. If the amount to be reported in
this item is a net loss, enclose it in parentheses.

(4) Premiums (net of dividends received) on health and
accident, hospitalization, dental, disability, and life
insurance policies for which the consolidated bank
holding company is not the beneficiary.

(5) Cost of office temporaries whether hired directly by
the bank holding company or its consolidated subsid-
iaries or through an outside agency.

Do not adjust for applicable income taxes (income taxes
applicable to gains (losses) on available-for-sale securi-
ties are to be included in the applicable income taxes
reported in item 9 below and separately reported in (6) Workmen’s compensation insurance premiums.

Memorandum item 4 below). (7) The net cost to the bank holding company or its

Exclude: consolidated subsidiaries for employee dining rooms,

) ) ) . restaurants, and cafeterias.
(1) The change in net unrealized holding gains (losses)

on available-for-sale securities during the calendar (8) Accrued vacation pay earned by employees during

year to date (report in Schedule HI-A, item 13(a)). the calendar year-to-date.
(2) Realized gains (losses) on held-to-maturity securities (9) The cost of medical or health services, relocation
above). fringe benefits for officers and employees.

(3) Net gains (losses) from the sale of detached securi-Exclude from salaries and employee benefits (report in
ties coupons and the sale of ex-coupon securitiesitem 7(c), “Other noninterest expense”):

(report in item 5(f), “Other noninterest income,” or (1) Amounts paid to attorneys, accountants, manage-

item 7(c), “Other noninterest expense,” as appropri- ment consultants, investment counselors, and other

ate). (Refer to the Glossary entry for “coupon strip- professionals who are not salaried officers or

ping” for further information.) employees of the bank holding company or its con-
solidated subsidiaries.

Line Item 7 Noninterest expense: (2) The cost of bank holding company or consolidated

subsidiary newspapers and magazines prepared for
distribution to bank holding company or its consoli-
Report salaries and benefits of all officers and employees ~ dated subsidiaries’ officers and employees.
of the bank holding company and its consolidated subsid- 3)
iaries including guards and contracted guards, temporary
office help, dining room and cafeteria employees, and
building department officers and employees (including
maintenance personnel). (4) Dues, fees, and other expenses associated with
memberships in country clubs, social or private
clubs, civic organizations, and similar clubs and
(1) Gross salaries, wages, overtime, bonuses, incentive ~ Organizations.

compensation, and extra compensation.

Line ltem 7(a) Salaries and employee benefits.

Premiums on life insurance policies for which the
bank holding company or its consolidated subsidi-
aries are the beneficiary.

Include as salaries and employee benefits:

Line Item 7(b) Expenses of premises and fixed

(2) Social security taxes and state and federal unemploy-
assets.

ment taxes paid by the consolidated bank holding
company. Report all noninterest expenses related to the use of
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premises, equipment, furniture, and fixtures, net of rental not placed on the consolidated bank holding com-
income, that are reportable in Schedule HC, item 6, pany’s books as assets.
“Premises and fixed assets.” If this net amount is a credit

balance, enclose it in parentheses.

(6) Insurance expense related to the use of premises,
equipment, furniture, and fixtures including such

Deduct rental income from gross premises and fixed coverages as fire, multi-peril, boiler, plate glass,
asset expense. Rental income includes all rentals charged  flood, and public liability.

for the use of buildings not incident to their use by the

reporting bank holding company or its consolidated sub- (7) All property tax and other tax expense related to

sidiaries, including rentals by regular tenants of the bank premises (including leasehold improvements),
holding company’s or its consolidated subsidiaries’ equipment, furniture, and fixtures, including defi-
buildings, income received from short-term rentals of ciency payments, net of all rebates, refunds, or
other facilities of the bank holding company or its con- credits.

solidated subsidiaries, and income from sub-leases. Also
deduct income from assets that indirectly represent
premises, equipment, furniture, or fixtures reportable in

(8) Any portion of capital lease payments representing
executory costs such as insurance, maintenance,
and taxes.

Schedule HC, item 6, “Premises and fixed assets.”

Include as expenses of premises and fixed assets:

1)

)

®)

(4)

®)

(9) Cost of heat, electricity, water, and other utilities
connected with the use of premises and fixed assets.
Normal and recurring depreciation and amortiza- S ) S
tion charges against assets reportable in Sched-(10) Cost of janitorial supplies and outside janitorial
ule HC, item 6, “Premises and fixed assets,” includ- Services.
ing capital lease assets, which are applicable to the
calendar year-to-date, whether they represent direct
reductions in the carrying value of the assets or
additions to accumulated depreciation or amortiza-
tion accounts. Any method of depreciation or amor-
tization conforming to accounting principles that
are generally acceptable for financial reporting pur- Exclude from expenses of premises and fixed assets:
poses may be used. However, depreciation for
premises and fixed assets may be based on the
Accelerated Cost Recovery System (ACRS) used
for federal income tax purposes if the results would
not be materially different from depreciation based
on the asset’s estimated useful life. (2) Interest on mortgages, liens, or other encumbrances
on premises or equipment owned, including the
portion of capital lease payments representing
interest expense (report in item 2(e), “Other inter-
est expense”).

(11) Fuel, maintenance, and other expenses related to
the use of bank holding company- or consolidated
subsidiary-owned automobiles, airplanes, and other
vehicles for bank holding company or consolidated
subsidiaries’ business.

(1) Salaries and employee benefits (report such
expenses for all officers and employees of the bank
holding company and its consolidated subsidiaries
in item 7(a), “Salaries and employee benefits”).

All operating lease payments made by the bank
holding company or its consolidated subsidiaries
on premises (including parking lots), equipment
(including data processing equipment), furniture,

and fixtures. (3) All expenses associated with other real estate
Cost of ordinary repairs to premises (including ng;:r?se(”rfport in item 7(c), “Other noninterest

leasehold improvements), equipment, furniture, and

fixtures. (4) Gross rentals from other real estate owned and fees
charged for the use of parking lots properly reported

as other real estate owned, as well as safe deposit
box rentals and rental fees applicable to operating

Cost of leasehold improvements, equipment, furni- leases for furniture and equipment rented to others

ture, and fixtures charged directly to expense and (report in item 5(e), “Other noninterest income”).

Cost of service or maintenance contracts for equip-
ment, furniture, and fixtures.
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Line Item 7(c) Other noninterest expense.

Report all operating expenses of the consolidated bank
holding company for the calendar year-to-date not

required to be reported in items 2(a) through 2(e), 6, 7(a),
and 7(b).

Include as other noninterest expense:

(1)

(2)

®3)

(4)

(5)

Fees paid to directors and advisory directors for
attendance at board of directors or committee
meetings  (including travel and expense
allowances).

Premiums on fidelity insurance (blanket bond,
excess employee dishonesty bond), directors’ and
officers’ liability insurance, and life insurance poli-
cies for which the bank holding company or its
consolidated subsidiaries are the beneficiary.

Federal deposit insurance and Comptroller of the
Currency assessment expense net of all assessment
credits during the period.

Legal fees and other direct costs incurred in connec-
tion with foreclosures and subsequent noninterest
expenses related to holdings of real estate owned
other than bank holding company (or its consoli-
dated subsidiaries) premises (including deprecia-
tion charges or other write-downs if prescribed by
law or by regulatory agencies or if otherwise
appropriate).

Net losses (gains) from the sale or other disposal of
assets other than securities and trading assets. Bank
holding companies should consistently report net
losses (gains) on each of the following types of
assets either in this item or in item 5(e) above.
Include in this item net losses (gains) from:

(a) All assets reportable as loans. Include net unre-
alized losses (and subsequent recoveries of such
net unrealized losses) on loans and leases held
for sale during the calendar year to date.

(b) Premises and fixed assets.

(c) Other real estate owned. Include all gains and (9)

losses recognized on sales or other disposals of
other real estate owned, increases and decreases
in the valuation allowance for foreclosed real
estate, and write-downs of other real estate
owned subsequent to acquisition (or physical

HI-14

(6)

(1)

(8)

possession) charged to expense during the cal-
endar year to date. Do not include as a loss on
other real estate owned any amount charged to
the allowance for loan and lease losses at the
time of foreclosure (or physical possession) for
the difference between the carrying value of a
loan and the fair value less cost to sell of the
foreclosed real estate.

Personal property acquired for debts previously
contracted (such as automobiles, boats, equip-
ment, and appliances).

(d)

Detached coupons and ex-coupon securities.
(Refer to the Glossary entry for “coupon strip-
ping” for additional information.)

(e)

Coins, art, and other similar assets.

(f)

(g) Branches (i.e., where the reporting bank hold-

ing company sells a branch’s assets to another
depository institution which assumes the
deposit liabilities of the branch).

Sales taxes, taxes based on the number of shares of
bank holding company stock outstanding, taxes
based on the consolidated bank holding company’s
total assets or total deposits, taxes based on the
bank’s gross revenues or gross receipts, capital
stock taxes, and other taxes not included in other
categories of expense. Exclude any foreign, state,
and local taxes based on a net amount of revenues
less expenses (report as applicable income taxes in
item 9 or include as applicable income taxes on
extraordinary items in item 12, as appropriate).

Amortization expense of intangible assets (as
defined for Schedule HC, items 10(a), 10(b), and
10(c). Bank holding companies are permitted to net
any servicing asset amortization expense against
servicing income reported in item 5(b)(2) above.

Cost of data processing services performed for the
consolidated bank holding company by others.

Advertising, promotional, public relations, and
business development expenses. Also include the
cost of athletic activities in which officers and
employees participate when the purpose may be
construed to be for public relations with employee
benefits only incidental to the activities.

Instructions for Preparation of Reporting Form FR Y-9C
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(10) Costs of gifts or premiums (whether in the form of
merchandise, credit, or cash) given to depositors at
the time of the opening of a new account or an
addition to, or renewal of, an existing account.

(11) Fees levied by deposit brokers that are, in sub-
stance, retainer fees or that otherwise do not repre-
sent an adjustment to the interest rate paid on

deposits the reporting bank acquires through bro-

holding company or its consolidated subsidiaries
for attending meetings and conventions.

(23) Dues, fees, and other expenses associated with

memberships in country clubs, social or private
clubs, civic organizations, and similar clubs and
organizations.

(24) Civil money penalties and fines.

kers. However, report as interest expense on the(25) All service charges, commissions, and fees levied

appropriate category of deposits those finders’ fees
and brokers’ fees that do represent an adjustment to
the interest rate paid on brokered deposits.

(12) Research and development costs and costs incurred
(26) Expenses (except salaries) related to handling credit

in the internal development of computer software.

(13) Net losses (gains) from all transactions involving
foreign currency or foreign exchange other than
trading transactions. Bank holding companies
should consistently report these net losses (gains)
either in this item or in Schedule HI, item 5(e)
above.

(14)
(15)

Charges resulting from litigation or other claims.

Charitable contributions including donations by
Clifford Trusts.

(16) Retainer fees, legal fees, audit fees, and other fees

(27)

by others for the repossession of assets and the
collection of the consolidated bank holding com-
pany’s loans or other assets, including charged-off
loans or other charged-off assets.

card or charge sales received from merchants when
the bank holding company or its consolidated sub-
sidiaries do not carry the related loan accounts on
its books. Bank holding companies are also permit-
ted to net these expenses against their charges to
merchants for the bank holding company’s han-
dling of these sales reported in item 5(b)(2) above.

The cost of newspapers and magazines of the bank
holding company or its consolidated subsidiaries
prepared for distribution to bank officers and
employees or to others.

and expenses paid to attorneys, accountants, man{28) Depreciation expense of furniture and equipment

agement consultants, investment counselors, and
other professionals who are not officers or employ-
ees of the bank holding company or its consoli-
dated subsidiaries.

(17) Office supplies purchased, printing, and postage.
(18) Telephone and telegraph expenses.

(19) Examination and other fees levied by the Federal
Reserve.

(20) Net tellers’ shortages, forged check losses, losses
on payment of checks over stop payment orders,
losses from counterfeit money, and similar recur-
ring operating losses of this type.

rented to others under operating leases.

(29) Cost of checks provided to depositors.

(80) Amortization expense of purchased computer soft-

ware and of the costs of computer software to be
sold, leased, or otherwise marketed capitalized in
accordance with the provision of FASB Statement
No. 86.

(31) Certain net losses (gains) on futures and forward

contracts held for purposes other than trading. Bank
holding companies should consistently report these
net losses (gains) either in this item or in Sched-
ule HI, item 5(e) above.

Exclude from other noninterest expense:

(21) Losses from robberies, defalcations, and other
criminal acts not covered by the consolidated bank
holding company’s blanket bond.

(22) Travel and entertainment expenses, including costs
incurred by officers and employees of the bank

Instructions for Preparation of Reporting Form FR Y-9C
Schedule HI  March 1999

(1) Material expenses incurred in the issuance of sub-
ordinated notes and debentures (capitalize such
expenses and amortize them over the life of the
related notes and debentures and report the expense
in item 2(d) “Interest on subordinated notes

HI-15



Schedule HI

and debentures and on mandatory convertible items and other adjustments,” including the tax effects of
securities”). gains (losses) on securities not held in trading accounts
(i.e., available-for-sale securities and held-to-maturity
securities). Include both the current and deferred por-
tions of these income taxes. If the amount is a tax benefit
rather than tax expense, enclose it in parentheses.

(2) Expenses incurred in the sale of preferred and com-
mon stock. (Deduct such expenses from the sale
proceeds and credit the net amount to the appropri-
ate stock account. For perpetual preferred and com-
mon stock only, report the net sales proceeds in Includeas applicable income taxes all taxes based on a
Schedule HI-A, item 5(a), “Sale of perpetual pre- net amount of taxable revenues less deductible expenses.
ferred stock, gross” and item 6(a), “Sale of com- Excludefrom applicable income taxes all taxes based on
mon stock, gross” as appropriate.) gross revenues or gross receipts (report such taxes in

(3) Depreciation and other expenses related to the usdt®m 7(c), “Other noninterest expense”).

of automobiles owned by the bank holding com- |nclude tax benefits from operating loss carrybacks real-
pany or its consolidated subsidiaries, airplanes, andjzed during the reporting period. If the consolidated
other vehicles for bank holding company (or its pank holding company has realized tax benefits from
consolidated subsidiaries) business (report in ittm gperating loss carryforwards during the reporting period,
7(b), "Expenses on premises and fixed assets, nétqq not net the dollar amount of these benefits against the
of rental income”). income taxes which would be applicable to item 8,

(4) Write-downs of the cost basis of individual held- “Income (loss) before income taxes and extraordinary
to-maturity and available-for-sale securities for items and other adjustments.” Report the dollar amount
other than temporary impairments (report in Sched- of income taxes applicable to item 8 in this item and
ule HI, item 6(a), “Realized gains (losses) on held- report the realized tax benefits of operating loss carry-
to-maturity securities,” and item 6(b), “Realized forwards gross in item 12, “Extraordinary items, net of
gains (losses) on available-for-sale securities,” applicable taxes and minority interest.”

respectively). Also include the dollar amount of any material adjust-

ments or settlements reached with a taxing authority
(whether negotiated or adjudicated) relating to disputed
Report the sum of items 7(a) through 7(c). income taxes of prior years.

Line Item 7(d) Total noninterest expense.

Exclude the estimated federal, state and local, and

Line Item 8 Income (loss) before income taxes, o . )
foreign income taxes applicable to:

extraordinary items, and other adjustments.

Report the consolidated bank holding company’s pretax (1) Item 12, “Extraordinary items, net of applicable
operating income. This amount will generally be deter- income taxes and minority interest.”

mined by taking item 3, “Net interest income,” minus . . .

items 4(a), “Provision for credit losses,” and 4(b), “Pro- @ Schedule_ HIFA, Item 11.’ _Cumulatlve_ effect Of
vision for allocated transfer risk,” plus item 5(f), “Total changes in accounting principles from prior years.
noninterest income,” plus or minus item 6(a), “Realized (3) gchedule HI-A, item 12, “Corrections of material
gains (losses) on held-to- maturity securities,” plus accounting errors from prior years.”

or minus item 6(b), “Realized gains (losses) on

available-for-sale securities,” minus item 7(d), “Total (4) Schedule HI-A, item 18, “Foreign currency transla-
noninterest expense.” If the result is negative, enclose it tion adjustments.”

in parentheses. . .
P Also exclude the dollar amount of any material adjust-

ments or settlements reached with a taxing authority
(whether negotiated or adjudicated) relating to disputed
Report the total estimated federal, state and local, andincome taxes of prior years (report in item 5(e), “Other

foreign income tax expense applicable to item 8, noninterest income,” or item 7(c), “Other noninterest

“Income (loss) before income taxes and extraordinary expense,” as appropriate).

Line Item 9 Applicable income taxes (on item 8).
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Line Item 10 Minority interest.

Report the minority interests in the net income or loss

pany’s business, as determined in accordance with
the provisions of APB Opinion No. 30.

of the reporting bank holding company’s consolidated (6) Material net gains or losses from disposals of signifi-

subsidiaries.

Line Item 11 Income (loss) before extraordinary
items and other adjustments.

Report the difference between item 8, “Income (loss)
before income taxes and extraordinary items and other
adjustments” and the sum of item 9, “Applicable income
taxes (on item 8),” and item 10, “Minority interest.” If
the amount is negative, enclose it in parentheses.

Line Item 12 Extraordinary items, net of
applicable income taxes and minority interest.

Report the total of the transactions listed below, if any,
net of any applicable income taxes (including federal
state and local, and foreign taxes). If the amount reported
in this item is a net loss, enclose it in parentheses.

Include as extraordinary items and other adjustments:

(1) The material effects of any extraordinary items.
Extraordinary items are very rare and the criteria
which must be satisfied in order for an event or
transaction to be reported as an extraordinary item
are discussed in the Glossary entry for “extraor-
dinary items.”

(2) Material aggregate gains or losses from extinguish-
ments of the consolidated bank holding company’s
own debt unrelated to sinking fund requirements, as
determined in accordance with the provisions of
FASB Statement No. 4.

(3) Material aggregate gains on troubled debt restructur-
ings of the consolidated bank holding company’s

cant assets within two years after a pooling of inter-
ests business combination.

Exclude from extraordinary items and other adjustments:

(1) Net gains or losses on sales or other disposals of:

(a) All assets reportable as loans and leases in
Schedule HC-B, Part I.

(b) Premises and fixed assets.
(c) Other real estate owned.

(d) Personal property acquired for debts previously
contracted (such as automobiles, boats, equip-
ment and appliances).

(e) Coins, art, and other similar assets.

() Branches (i.e., where the consolidated bank
holding company sells a branch’s assets to
another depository institution which assumes the
deposit liabilities of the branch).

(For each of the above categories, bank holding
companies should consistently report net gains or
losses in item 5(e), “Other noninterest income,” or
item 7(c), “Other noninterest expense.”)

Write-downs of the cost basis of individual held-to-
maturity and available-for-sale securities for other
than temporary impairments (report in Schedule Hl,
item 6(a), “Realized gains (losses) on held-to-
maturity securities,” and item 6(b), “Realized

gains (losses) on available-for-sale securities,”
respectively).

own debt, as determined in accordance with the Line Item 13 Net income (loss).

provisions of FASB Statement No. 15.

Report the sum of items 11, and 12. This item must equal

(4) The cumulative effect of all changes in accounting Schedule HI-A, item 4, “Net income (loss)." If this
principles except those required to be reported in @mountis anetloss, enclose it in parentheses.

Schedule HI-A, item 11, “Cumulative effect of

changes in accounting principles from prior years.” Memoranda

Refer to the Glossary entry for “accounting

changes” for further discussion of changes in Line ltem M1 Net interest income (item 3 above)

accounting principles.

on a fully taxable equivalent basis.

(5) Material aggregate gains or losses from disposals of Report net interest income (Schedule Hl, item 3 above)
segments of the consolidated bank holding com- on a fully taxable equivalent basis. The amount reported
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in this item should reflect what net interest income of the Line Item M3 Not applicable.

reporting bank holding company would be if all its

interest income was subject to federal and state incomeLine Item M4 Income taxes applicable to gains
taxes. (losses) on securities not held in trading accounts

The following accounts on which the interest income is (included in item 9 above).

fully or partially tax-exempt, should be adjusted to a Report the total estimated federal, state and local, and
“taxable equivalent” basis in order that the holding foreign income tax expense applicable to item 6(a),
company can compute its net interest income on a fully “Realized gains (losses) on held-to-maturity securities”
taxable equivalent basis: and item 6(b), “Realized gains (losses) on available-for-
sale securities,” which are included in item 9, “Applica-
(1) interest income on tax-exempt obligations (other ple income taxes (on item 8),” above. Include both the
than securities) of states and political subdivisions in current and deferred portions of these income taxes.

the U.S. (Schedule HI, item 1(a)(1)(b)(2));
e U.S. (Schedule HI, item 1(@)(1)(0)(2)); The income taxes applicable to items 6(a) and 6(b) shall

(2) income on tax-exempt securities issued by states and?e the difference between item 9, “Applicable income
political subdivisions in the U.S. (Schedule HI, taxes (on item 8)," and the amount that such applicable
item 1(d)(2)(b)); income taxes would have been for the calendar year-to-

date had items 6(a) and 6(b) been zero.

(3) income on lease financing receivables that is tax-

exempt (Schedule HI, item 1(b)(2)); and ) ) .
P ( (b)) Line Item M5 Service charges, commissions and

(4) any other interest income (such as interest incomefees (other than service charges on deposit
earned on loans to an Employee Stock Ownership accounts).
Plan), which under state or federal laws is partially

- : ) Report the dollar amount and describe in memoranda
or in its entirety exempt from income taxes.

line items 5(a) through 5(c) the three largest components
The changes to the 1986 Tax Reform Act must be takenof Schedule HI, item 5(b)(2) reported above, “Other
into consideration when computing net interest income service charges, commissions and fees” that exceed ten
on a fully taxable equivalent basis. The 1986 Act, in percent of the total amount reported in Schedule HI,
general, disallowed 100% of the interest expense allo-item 5(b)(2) above. Include those fees and commissions
cable to tax-exempt obligations acquired after August 7, that are disclosed to the public in the bank holding
1986. Previous to that date, and after December 31,company’s annual report, Form 10-Q, Form 10-K or
1982, the disallowance percentage was 20%; previous toother public reports. Examples of such amounts may
December 31, 1982, the disallowance was 0%. include, but are not limited to, fees related to credit card
activities, other credit-related fees, corporate finance fees
and fees and commissions for sales of mutual funds and
annuities. Additional examples of service charges, com-
missions and fees that may be reported are included
in the instructions for Schedule HI, item 5(b)(2) above.
Report net income before income taxes, extraordinary The description of each item reported in memoranda
items, and other adjustments (item 8 above) on a fully items 5(a) through 5(c) should be reported in the area
taxable equivalent basis. The amount reported in thismarked as “text” on the report fornin a clear and
item should reflect what net income of the reporting bank concise mannerand limited to 132 characters per item.
holding company would be if all its income was subject Do not use words such as “miscellaneous” or “other” to
to federal and state income taxes. For purposes of thisdescribe these items. The dollar amount should be
item, include net interest income on a fully taxable reported in the adjacent column on the right. If there are
equivalent basis as reported in memoranda item 1 aboveno service charges, commissions and fees that exceed
plus all other income and expense adjusted to reflect theten percent of the total amount reported in Schedule Hl,
holding company’s net income on a fully taxable equiva- item 5(b)(2), enter a “zero” (-0-) in the right-hand col-
lent basis. umn of memoranda item 5(a).

Line Item M2 Net income before income taxes,
extraordinary items, and other adjustments (item 8
above) on a fully taxable equivalent basis.
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Line Item M6 Other noninterest income: Line Item M7 Other noninterest expense (itemize
_ _ and describe the three largest amounts that exceed
Line Item M6(a) Net gains on sales of loans. 10 percent of Schedule HlI, item 7(c)(excluding

Report the dollar amount of net gains on the sales of @mounts reported in Memoranda items 6(a) and

loans that have been reported in either Schedule HI, item®(P) @bove):

5(e), “Other noninterest income,” or in Schedule HI, Report the dollar amount and describe in memoranda
Item 7(c), “Other noninterest expense,” (as a reduction line items 7(a) through 7(c) the three largest components

of other noninterest expense). of Schedule HI, item 7(c), “Other noninterest expense”
that exceed ten percent of the total amount reported in

Line Item M6(b) Net gains on other real estate Schedule HlI, item 7(c) above. Exclude net gains reported

owned. in memoranda items 6(a) and 6(b) above. If gains have

Report the dollar amount of all net gains on other real 2€€n reported in Schedule Hl, item 7(c), use the absolute

estate owned that have been reported in either SchedYlue of such gains to determine whether the amount of
ule HI, item 5(e), “Other noninterest income,” or in the gains exceeds ten percent of the total amount reported

Schedule HI, Item 7(c), “Other noninterest expense,” (as in_item 7(c) and wh_ether such gains should be reported in
a reduction of other noninterest expense). this memorandum item. (The absolute value refers to the
magnitude of the dollar amount without regard to

Line Item M6(c) Itemize and describe the three whether the amount is a net gain or loss.) If gains are
largest amounts that exceed 10 percent of reported in this memorandum item, enclose in parenthe-
Schedule HlI, item 5(e) (excluding amounts reported ~ S€S. A sample of the types of items that may require
in Memoranda items 6(a) and 6(b) above): disclosure has been included in the instructions to

o item 7(c) above. The description of each item reported in
Report the dollar amount and describe in memorandamemoranda items 7(a) through 7(c) should be reported in
line items 6(c)(1) through 6(c)(3) the three largest com- the area marked as “text’ on the report foima clear
ponents of Schedule HI, item 5(e), “Other noninterest and concise mannerand limited to 132 characters per
income,” reported above that exceed ten percent of thejtem. Do not use words such as “miscellaneous” or
total amount reported in Schedule HI, item 5(e). Exclude «gther” to describe these items. The dollar amount
net gains reported in memoranda items 6(a) and 6(b)should be reported in the adjacent column on the right. If

above. If losses have been reported in Schedule Hl,there are no reportable amounts for memoranda items
item 5(e), use the absolute value of such losses to deter-(g) through 7(c), enter “zero” (-0-) in the right-hand

mine whether the amount of the losses exceeds tencolumn of memoranda item 7(a).

percent of the total amount reported in item 5(e) and

whether such losses should be reported in this memoran-

dum item. (The absolute value refers to the magnitude of Line Iltem M8  Extraordinary items and other
the dollar amount without regard to whether the amount adjustments.

is a net gain or loss.) If losses are reported in this | js; and briefly describe in 8(a) through 8(c) below each
memorandum item, enclose in parentheses. A sample Ofgyraordinary ‘item or adjustment included in item 12,

the types of items that may require disclosure has beengyiraordinary items, net of applicable income taxes and
included in the instructions to item 5(e) above. The \ninqrity interest” below. However, each item should be
description of each item reported in memoranda items reported separately, gross of income taxes and the

6(c)(1) through 6(c)(3) should be reported in the area jncome tax effect separately reported, as indicated.
marked as “text” on the report formin a clear and

concise mannerand limited to 132 characters per item. If the amount reported in this item is a loss, enclose it in
Do not use words such as "miscellaneous" or "other" to parentheses.

describe these items. The dollar amount should benqj,ded as extraordinary items and other adjustments:

reported in the adjacent column on the right. If there are

no reportable amounts for memoranda items 6(c)(1) (1) The material effects of any extraordinary items.

through 6(c)(3), enter “zero” (-0-) in the right-hand Extraordinary items are very rare and the criteria
column of memoranda item 6(c)(1). which must be satisfied in order for an event or
Instructions for Preparation of Reporting Form FR Y-9C HI-19

Schedule HI  March 1999



Schedule HI

transaction to be reported as an extraordinary item Line Item M9(a) Interest rate exposures.
are discussed in the Glossary entry for “extraor-

dinary items.” Report in this item net gains (losses) from trading cash

instruments and off-balance-sheet derivative contracts

(2) Material aggregate gains or losses from extinguish- that the reporting bank holding company manages as
ments of the consolidated bank holding company’s interest rate exposures. Interest rate exposures may arise
own debt unrelated to sinking fund requirements, as from cash debt instruments (e.g., U.S. Treasury securi-
determined in accordance with the provisions of ties) and interest rate contracts. Interest rate contracts are
FASB Statement No. 4. those contracts related to an interest-bearing financial

) ) instrument or whose cash flows are determined by refer-
(3) Material aggregate gains on troubled debt restructur-encing interest rates or another interest rate contract

ings of the consolidated bank holding company’s (e g “an option on a futures contract to purchase a
own debt, as determined in accordance with the Treasury bill). Interest rate contracts include single cur-
provisions of FASB Statement No. 15. rency interest rate swaps, basis swaps, forward rate

(4) The cumulative effect of all changes in accounting dreements, and interest rate options, including caps,
principles except those required to be reported in f100rs, collars, and corridors.

Schedule HI-A, item 11, “Cumulative effect of Exclude trading revenue on contracts involving the
changes in accounting principles from prior years.” exchange of foreign currencies (e.g., cross-currency
Refer to the Glossary entry for “accounting swaps and currency options) that the reporting bank
changes” for further discussion of changes in holding company manages as foreign exchange expo-
accounting principles. sures. Report such trading revenue in Memoran-

(5) Material aggregate gains or losses from disposals ofdum item 9(b).
segments of the consolidated bank holding com-
pany’s business, as determined in accordance with
the provisions of APB Opinion No. 30. Report in this item net gains (losses) from trading cash

instruments and off-balance-sheet derivative contracts

that the reporting bank holding company manages as
foreign exchange exposures. Foreign exchange expo-
sures may arise from cash instruments (e.g., debt securi-
ties) denominated in non-U.S. currencies and foreign

Line Item M9(b) Foreign exchange exposures.

(6) Material net gains or losses from disposals of signifi-
cant assets within two years after a pooling of inter-
ests business combination.

Line ltem M9 Trading revenue (from cash exchange rate contracts. Foreign exchange rate contracts
instruments and off-balance-sheet derivative are those contracts to purchase foreign (non-U.S.) curren-
instruments included in Schedule Hl, item 5.c). cies and U.S. dollar exchange in the forward market (i.e.,

on an organized exchange or in an over-the-counter
market). A purchase of U.S. dollar exchange is equiva-
lent to a sale of foreign currency. Foreign exchange rate

th ¢ ted i dum it 9(a) th hcontracts include cross-currency interest rate swaps
e amounts reported in memorandum items 9(a) throug where there is an exchange of principal, forward and spot

9(d) must equal the amount reported @n ite.m 5() above'foreign exchange contracts, and currency futures and
For each of the four types of underlying risk exposure, currency options '

report the combined revenue (net gains and losses) from
trading cash instruments and off-balance-sheet derivative
instruments. For purposes of Memorandum item 9, the
reporting bank holding company should determine the
underlying risk exposure category in which to report the Report in this item net gains (losses) from trading cash
trading revenue from cash instruments and off-balance-instruments and off-balance-sheet derivative contracts
sheet derivative instruments in the same manner that thethat the reporting bank holding company manages as
bank holding company makes this determination for equity security and index exposures. Equity security or
other financial reporting purposes. index exposures may arise from equity securities and

Report in the appropriate item below, a breakdown of
trading revenue that has been included in the body of the
income statement in Schedule HI, item 5(c). The sum of

Line Item M9(c) Equity security and index
exposures.
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equity security or index (i.e., equity derivative) contracts. As another example, if a swap is intended to hedge
Equity derivative contracts are contracts that have ainterest rate risk on money market deposit accounts, the
return, or a portion of their return, linked to the price of a bank holding company may report the income or expense
particular equity or to an index of equity prices, such as associated with net settlement accruals on that swap in

the Standard and Poor’s 500. the income statement items for “interest expense on
deposits” in Schedule HI of the FR Y-9C. There is no
Line Item M9(d) Commodity and other exposures. change to this existing reporting practice. In such a

situation, the bank holding company would also report
these net settlement accruals in Memorandum item 10(b)
for the net (increase) decrease to interest expense.

Report in this item net gains (losses) from trading cash
instruments and off-balance-sheet derivative contracts
that the reporting bank holding company manages as
commodity or other exposures. Commodity or other .
exposures may arise from commodities and off-balance-Line Item M10(a) Net increase (decrease) to

sheet commodity and other contracts not reported asinterest income.

interest rate, foreign exchange, or equity derivative con- Report the net sum of all amounts reported in Sched-
tracts. Commodity and (_)ther contracts are contracts that e H| interest income items (items I(a) through I(g))
have a return, or a portion of their return, linked to the \yhich were recognized from off-balance-sheet derivative
price or to an index of precious metals, petroleum, lum- yansactions used to hedge or adjust interest income from

ber, agricultural products, etc. Commodity and oOther agsets. If the net sum is a net decrease to interest income,
contracts also include any other contracts that are notgncjose this amount in parentheses.

reportable as interest rate, foreign exchange, or equity

derivative contracts. i )
Line Item M10(b) Net (increase) decrease to

Line Item M10 Impact on income of off-balance- interest expense.
sheet derivatives held for purposes other than .
trading. Report the net sum of all amounts reported in Sched-

ule HI interest expense items (items 2(a) through 2(e))
For derivatives held for purposes other than trading, which were recognized from off-balance-sheet derivative
report the impact that these contracts had on the bankiransactions used to hedge or adjust interest expense
holding company’s income as reported in Schedule HI. from liabilities. If the net sum is a net increase to interest
The amounts to be reported include amounts recognizedexpense, enclose this amount in parentheses.

in Schedule HI in the period in which the transactions
occur as well as the amortization in the year-to-date
period of amounts previously deferred. Under current
practice, many bank holding companies report periodic Report the net sum of all amounts reported in Sched-
net settlements for many swaps and other amountsule HI, but not reported in Memorandum items 10(a) or
related to off-balance-sheet instruments accounted for on10(b) above, which were recognized from off-balance-
the hedge or accrual basis as components of the interessheet derivative transactions for purposes other than trad-
income, interest expense, and other noninterest incomeng. For example, include all amounts recognized from
on Schedule HI to which they relate. off-balance-sheet derivative transactions reported in
other noninterest income (Schedule HI, item 5(e)) and
other noninterest expense (Schedule Hl, item 7(c)). If the
net sum is a net expense or loss, enclose this amount in
arentheses.

Line Item M10(c) Other (noninterest) allocations.

For example, if a swap is intended to hedge interest rate
risk on commercial loans, the bank holding company
may report the income or expense associated with net
settlement accruals on that swap in the income statement’
items for “interest and fee income on loans” in Sched- A bank holding company may use off-balance-sheet
ule HI of the FR Y-9C. There is no change to this derivative contracts to hedge assets carried at the lower
existing reporting practice. In such a situation, the bank of cost or market value (LOCOM) such as mortgages
holding company would also report these net settlementheld for sale. If the gains and losses on the derivatives
accruals in Memorandum item 10(a) for the net increase are used to adjust the cost basis of these assets (rather
(decrease) to interest income. than being recognized through earnings), include in this
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item the difference between (1) the actual calendar year-(4) Fees for providing securities custody, transfer agent,
to-date change in the LOCOM valuation allowance, if and other operational and ancillary services to
any, that the reporting bank holding company has mutual funds and annuities that are sold on the
included in the year-to-date earnings reported in Sched-  premises of the reporting bank holding company, or
ule HI, and (2) the amount that the calendar year-to-date  sold by the reporting bank holding company or its
change in the LOCOM valuation allowance would have subsidiaries, through a subsidiary, or by affiliated or
been if the gains and losses on these derivatives had been  unaffiliated entities from whom the bank holding
recognized through earnings and not deferred. company reports income on a consolidated basis in
the FR Y-9C at the time of the sale or over the

Line Item M11 Income from the sale and servicing duration of the account.

of mutual funds and annuities (in domestic offices).  Also include income from sales conducted through the

bank holding company during the calendar year to date &r¢ not executed in a fiduciary capacity (e.g., trustee,

from the sale and servicing of mutual funds and annuities €xecutor, administrator, conservator) but exclude income
(in domestic offices). from sales conducted by the trust department that are

s executed in a fiduciary capacity.
Include in this item:

, ) . In general, this income will have been included in the

(1) Income earned in connection with mutual funds 56 nt of “Other service charges, commissions, and
and annuities that are sold on the premises of the foeg» reported in Schedule HI, item 5(b)(2). However,
reporting bank holding company or its subsidiaries, j,come from leasing arrangements, or the portion
or that are so!d_by the reporting bank holdmg_com— thereof, that is fixed in amount and does not vary based
pany, a subsidiary, or by affiliated or unaffiliated o sajes volume may have been reported as a deduction
entities from vyhom the reporting b_ank holdlng COM" from Schedule HI, item 7(b), “Expenses of premises
pany reports income on a consolidated basis in the 5 fixed assets, net of rental income.” Thus, the income
FR Y-9C. This income may be in the form of fees or 1, e included in Memorandum item 11 should be
sales commissions at the time of the sale or fees, onqrteq gross rather than net of expenses incurred by

including a share of another entity's fees, that aré yhe yenorting bank holding company or a consolidated
earned over the duration of the account (e.g., annualsubsidiary.

fees, Rule 12b-1 fees or “trailer fees,” and redemp-
tion fees). Commissions should be reported as Exclude fees earned for providing securities custody,
income as earned at the time of the sale (i.e., on antransfer agent, and other operational and ancillary ser-
accrual basis), but may be reported as income whenvices to third party mutual funds and annuities that are
payment is received if the results would not differ not sold on the premises of the reporting bank holding
materially from those obtained using an accrual company or its consolidated subsidiaries and are not
basis. otherwise sold by the reporting bank holding company,
through a subsidiary, or by affiliated or unaffiliated enti-
ties from whom the reporting bank holding company
receives income at the time of the sale or over the
duration of the account.

(2) Income that is reported on a consolidated basis in the
FR Y-9C from leasing arrangements with affiliated
and unaffiliated entities who lease space in offices of
the reporting bank holding company or its subsidi-
aries for use in selling mutual funds and annuities.
Income from leasing arrangements should be Line Item M12 Does the reporting bank holding
reported as income as earned (i.e., on an accrualcompany have a Subchapter S election in effect for
basis), but may be reported as income when paymentfederal income tax purposes for the current tax
is received if the results would not differ materially year? (Enter “1” for yes; enter “2” for no.)

from those obtained using an accrual basis. Indicate whether the bank holding company has elected,

(3) Fees for providing investment advisory services for for federal income tax purposes, an "S corporation”
mutual funds and annuities. status, as defined in Internal Revenue Code Section 1361
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as of the report date. Enter “1” for yes; enter “2” for no. must meet specific criteria for federal income tax pur-
In order to be an S corporation, the bank holding poses at all times during which the election remains in
company must have a valid election with the Internal effect. These specific criteria include, for example, hav-
Revenue Service and obtain the consent of all of its ing no more than 75 qualifying shareholders and having
shareholders. In addition, the bank holding company only one class of stock outstanding.
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LINE ITEM INSTRUCTIONS FOR THE

Changes in Equity Capital
Schedule HI-A

General Instructions Report a zero or the word “none” in this item if no

. I amended report has been filed for the previous calendar
Total equity capital includes perpetual preferred stock, year-end report date.

common stock, capital surplus, retained earnings, net

unrealized holding gains (losses) on available-for-sale | jne Item 3 Amended balance end of previous
securities, accumulated net gains (losses) on cash flowggiendar year.

hedges, and cumulative foreign currency translation )

adjustments. All amounts in Schedule HI-A, other than Report the sum of items 1 and 2. If no amended report
those reported in items 1, 3, and 18, should represent netva@s filed for the previous calendar year-end reporting
aggregate changes for the calendar year-to-date. Enclos@€riod, item 3 must equal item 1.

all net decreases and losses (net reductions of equity . )
capital) in parentheses. Line Item 4 Net income (loss).

Report the net income (loss) for the calendar year-to-date
Line Item 1 Equity capital end of previous as reported in Schedule HI, item 13, “Net income (loss).”
calendar year.

Report the consolidated bank holding company’s total Line ltem 5 Sale of perpetual preferred stock.

equity capital balance as of the previous calendar year-Report the changes in the consolidated bank holding
end as originally reported in the Consolidated Financial company’s total equity capital resulting from the sale of
Statements for Bank Holding Companies before the fil- the bank holding company’s perpetual preferred stock.
ing of any amended report(s). Limited-life preferred stock is not included in equity

. . . capital; any proceeds from the sale of limited-life pre-
For bank holding companies opened since January 1 of )

. - .. terred stock during the calendar year-to-date are not to

the current calendar year, report the word “none” in this be reported in this item
item. Report the consolidated bank holding company’s P ’
opening (original) total equity capital in item 7,

“Changes incident to business combinations, net” Line Item 5(a) Sales of perpetual preferred stock,

gross.
Do not enter the consolidated bank holding company’s
total equity capital ending balance from the Report of
Income for the preceding quarter when preparing the
June 30, September 30, or December 31 report.

Report in this item the total amount of new perpetual
preferred stock issued, net of any expenses associated
with the issuance of the stock.

Excludethe conversion of convertible debt and limited-
Line Item 2 Equity capital adjustments from life preferred stock into perpetual preferred stock, as well
amended Reports of Income, net. as the exercise of stock options (report in item 5(b)).

Include the net cumulative effect of all corrections and | . . .
. . Line Item 5(b) Conversion or retirement of
adjustments made in any amended report(s) on the total
. ) . o : perpetual preferred stock.
equity capital ending balance originally reported in the
Consolidated Financial Statements for Bank Holding Report in this item the changes in the consolidated bank
Companies for the previous calendar year-end. holding company’s total equity capital resulting from:
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(1) The conversion of convertible debt or limited-life (2) Exercise of stock options, including:
preferred stock into perpetual preferred stock.

(2) Exercise of stock options, including:

(@) Any income tax benefits to the consolidated bank

(b)

holding company resulting from the sale of the
bank holding company’s own stock acquired
under a qualified stock option within three years

of its purchase by the employee who had been

granted the option.

Any tax benefits to the consolidated bank hold-
ing company resulting from the exercise (or
granting) of nonqualified stock options (on the
bank holding company’s stock) based on the

(&) Any income tax benefits to the consolidated bank

holding company resulting from the sale of the
bank holding company’s own stock acquired
under a qualified stock option within three years
of its purchase by the employee who had been
granted the option.

(b) Any tax benefits to the consolidated bank hold-

ing company resulting from the exercise (or
granting) of nonqualified stock options (on the
bank holding company’s stock) based on the
difference between the option price and the fair
market value of the stock at the date of exercise

difference between the option price and the fair (or grant).

market value of the stock at the date of exercise (3) Retirement of common stock.

(or grant). Include:

(3) Retirement of perpetual preferred stock. (1) The net decrease in equity capital which occurs

when cash is distributed in lieu of fractional shares
in a stock dividend.

Include:

(1) The net decrease in equity capital which occurs
when cash is distributed in lieu of fractional shares (2) The net increase in equity capital when a stock-
in a stock dividend. holder who receives a fractional share from a stock

dividend. Do not include dividends declared during

the previous calendar year but paid in the current
period.

(2) The netincrease in equity capital when a stockholder
who receives a fractional share from a stock divi-
dend purchases the additional fraction necessary to
make a whole share. Refer to the Glossary entry for “dividends” for further

information on cash dividends.
Line Item 6 Sale of common stock.

Report the changes in the consolidated bank holdingLine Item 7 Changes incident to business
company’s total equity capital resulting from the sale of combinations, net.

the bank holding company’s common stock. If the bank holding company has entered into a business

) combination which became effective during the reporting
Line Item 6(a) Sale of common stock, gross. period and which has been accounted for as a pooling of

Report the total amount of new common stock issued interests, report the historical equity capital balances of
by the consolidated bank holding company, net of any the consolidated bank holding company or other business

expenses associated with the issuance of such stock. ~ acquired as of the end of the previous calendar year. For
further information on poolings of interests, refer to the

Line Item 6(b) Conversion or retirement of Glossary entry for “business combinations.

common stock. If the consolidated bank holding company purchased
another bank or business during the reporting period,
report the fair value of any perpetual preferred or com-
mon shares issued (less the direct cost of issuing the
(1) the conversion of convertible debt, limited-life pre- shares) less any goodwill charged against undivided
ferred stock, or perpetual preferred stock into com- profits. If for any reason goodwill is charged off, a net

mon stock. reduction of equity capital may result. Exclude the fair

Report in this item the changes in the consolidated bank
holding company’s total equity capital resulting from:

Instructions for Preparation of Reporting Form FR Y-9C
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value of limited-life preferred stock issued in connection Include the cumulative effect of the following changes in
with purchase acquisitions. Refer to the Glossary entry accounting principles adopted during the calendar year-
for “business combinations” for further information on to-date:

purchase acquisitions. (1) A one-time change from the cash basis to the accrual

Include any retroactive adjustments that result from the basis of reporting.
realization of income tax benefits of preacquisition oper-
ating loss carryforwards of purchased subsidiaries and
other purchased businesses.

(2) Adoption of the accretion method of accounting for
discounts on investment securities.

(3) A one-time change from the actual net charge-off

) o method to the allowance method of accounting for
Line Item 8 LESS: Cash dividends declared on loan and lease losses.

preferred stock. ) )
(4) A change resulting from the adoption of a new

RepOI’t all cash dividends declared on preferred stock accounting method if a future accounting standard
(including limited-life preferred stock) during the calen- promulgated by the FASB (or by such other body

dar year-to-date, including dividends not payable until officially designated to establish accounting prin-

after the report date. Report the amount as an absolute  ciples) or by the Federal Reserve requires retroactive
value; do not enclose the amount in parentheses or use a  application of the method.

minus €) sign. . . .
€) sig The cumulative effect of all other changes in accounting

Do not include dividends declared during the previous principles adopted during the calendar year-to-date must
calendar year but paid in the current period. be reported in Schedule HI, item 12, “Extraordinary

Refer to the Glossary entry for “dividends” for further items, net of applicable taxes and minority interest.

information on cash dividends. Refer to the Glossary entry for “accounting changes” for
information on how to determine the amount of the
. . cumulative effect of a change in accounting principle.
Line Item 9  Not applicable. g gp P

Line Item 12 Corrections of material accounting
Line Item 10 LESS: Cash dividends declared on errors from prior years.

common stack. Report the sum of all corrections, net of applicable

Report all cash dividends declared on common stock income taxes, resulting from material accounting errors
during the calendar year-to-date, including dividends not which were made in prior years’ Consolidated Financial
payable until after the report date. Report the amount asStatements for Bank Holding Companies and not cor-

an absolute value; do not enclose the amount in parenthe¥ected by the filing of an amended report for the period in
ses or use a minus’)sign. which the error was made. Include only those corrections

. . ) i which result from:
Do not include dividends declared during the previous

calendar year but paid in the current period. (1) Mathematical mistakes.
For further information on cash dividends, see the Glos- (2) Mistakes in applying accounting principles.
sary entry for “dividends.” (3) Improper use of information which existed when the

prior Consolidated Financial Statements for Bank

Line Item 11 Cumulative effect of changes in Holding Companies were prepared.

accounting principles from prior years. (4) A change from an accounting principle that is neither
accepted nor sanctioned by the Federal Reserve to

Report the cumulative effect, net of applicable income .
one that is acceptable to the Federal Reserve.

taxes, of those changes in accounting principles which
are properly accounted for by restating prior years’ finan- The effect of accounting errors differs from the effect of
cial statements. changes in accounting estimates. Changes in accounting
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estimates are an inherent part of the accrual accountingoy the reporting company (that is, the equity contra
process. Report the effect of any changes in accountingaccount). The changes in this account result either:
estimates in the appropriate line items of Schedule HI, (1) from the booking of an offsetting debit to any new
Income Statement. For further information on correc- ESOP debt guaranteed by the consolidated bank holding
tions of errors and changes in estimates, refer to thecompany; or (2) from any reduction in the equity contra
Glossary entry for “accounting changes.” account as existing guaranteed ESOP debt is amortized.

As the ESOP’s debt is amortized, the equity contra
account is reduced, thereby increasing the total amount
of equity capital reported as outstanding by the reporting
Report the increase or decrease during the calendar yearbank holding company. As the ESOP borrows more
to-date in the net unrealized holding gains (losses) onfunds that are guaranteed by the reporting bank holding
available- for-sale securities. If the amount to be reported company, the offsetting debit increases the equity contra
represents a reduction in the reporting bank holding account, thereby reducing the total amount of equity

Line Item 13(a) Change in net unrealized holding
gains (losses) on available-for-sale securities.

company'’s equity capital, enclose it in parentheses. capital reported as outstanding.
Line Item 13(b) Change in accumulated net gains ~ When the net impact of these changes to the equity
(losses) on cash flow hedges. contra account results in an overall decrease to that

R he ch duri h lend q ._account, the amount of that decrease should be reported
eport the change during the calendar year to date iNi, s jtem as an increase in the total amount of equity

Slchedule HC’h']EIem hzz(f)’ "/-\hE:;:Jmulatedt net galnts capital by adding that amount when calculating
E;(jsj;is())ﬁ?ncise bacl)r\wl\ll< heolgii& comea?m’gug L:ietprgaseir':aT a“changes in equity capital” for this schedule. When the
. 9 pany’s equity capital, o impact of these changes to the equity contra account
enclose it in parentheses. . :
results in an overall increase to that account, the amount
of that increase should be reported in this item as a
_ ~decrease in the total amount of equity capital by placing
Report the resale or other disposal of the bank holding that amount in parenthesis and subtracting it when calcu-

company’s own perpetual preferred stock or common |ating “changes in equity capital” for this schedule.
stock, i.e., treasury stock transactions (see the Glossary

entry for “treasury stock”).

Line Item 14 Sales of treasury stock.

Line Item 17 Other adjustments to equity capital
Line Item 15 LESS: Purchases of treasury stock. (not included above).

Report the acquisition (without retirement) of the bank Report in this item all other adjustments to equity capital
holding company’s own perpetual preferred stock or that are not properly reported in items 1 through 16 or
common stock, i.e., treasury stock transactions (see thdtem 18. Included are contributions of capital made to the
Glossary entry for “treasury stock”). Report the amount holding company when the company is a partnership.

as an absolute value; do not enclose the amount in

parentheses or use a minu3 ign For bank holding companies opened since January 1 o

the year-to-date reporting period, report opening (origi-

Line Item 16 Change in the offsetting debit to the nal) equity capital in this item. Pre-opening income
liability for Employee Stock Ownership Plan earned and expenses incurred from the bank holding

(ESOP) debt guaranteed by the bank holding company’s inception until the date the bank holding

company. company commenced operations should be reported if
S . . Schedule HI using one of the two following methods,

Report an amount in this item only if the consolidated consistent with the manner in which the bank holding

any changes during the calendar year-to-date to the off-
setting debit to the liability recorded by the bank holding (1) The net amount of pre-opening income and expense
company in connection with ESOP debt guaranteed for the entire period from the bank holding compa-
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(2)

ny’s inception until the date the bank holding com- Line Item 18 Foreign currency translation
pany commenced operations should be reported inadjustments.
the appropriate items of Schedule HI, each quarter ) ,
during the calendar year in which operations com- Reéport the increase or decrease during the calendar year-
menced: or to-date in the cumulative foreign currency translation
’ adjustments and qualifying foreign currency transaction

Pre-opening income and expenses for the periodgains and losses, net of applicable income taxes, if any.
from the bank holding company’s inception until the

beginning of the calendar year in which the bank Refer to the Glossary entry for “foreign currency trans-
holding company commenced operations should be actions and translation” for further information on
included, along with the bank holding company’s accounting for foreign currency translation.

opening (original) equity capital, in this item. The

net amount of these pre-opening income and
expenses should be identified and described in
“Notes to the Income Statement.” Pre-opening

income earned and expenses incurred during thereport the sum of items 3, 4, 5, 6, 7, 11, 12, 13, 14, 186,
calendar year in which the bank holding company 17, and 18 less items 8, 10, and 15. This item must equa
commenced operations should be reported in the Schedule HC, item 27(i).

appropriate items of Schedule HI, each quarter

during the calendar year in which operations

commenced.

Line Item 19 Equity capital at end of current
period.

Instructions for Preparation of Reporting Form FR Y-9C HI-A-5
Schedule HI-A March 1999



LINE ITEM INSTRUCTIONS FOR THE

Charge-Offs and Recoveries on Loans
and Leases and Changes in Allowance
for Credit Losses

Schedule HI-B

General Instructions Line Item 1(b) To non-U.S. addressees (domicile).

For those bank holding companies or consolidated sub-Reportin columns A and B, as appropriate, loans secured
sidiaries required to establish and maintain an allocatedby real estate (as defined for Schedule HC-B, Part I,
transfer risk reserve as specified in Section 905(a) of theitem 1, “Loans secured by real estate”) to non-U.S.
International Lending Supervision Act of 1983, in the addressees charged off and recovered.
agency regulations implementing the Act (Subpart D of
Federal Reserve Regulation K) and in any guidelines, or Line Item 2 Commercial and industrial loans.
instructions issued by the Federal Reserve, part | of this | .
schedule excludes charge-offs and recoveries of loans an&"ne ltem 2(a) To U.S. addressees.
leases through such an allocated transfer risk reserve.  Report in columns A and B, as appropriate, commercial
and industrial loans (as defined for Schedule HC-B,
. Part I, item 2(a), “Commercial and industrial loans to
Part I. Charge-Offs and Recoveries on U.S. addressees”) charged off and recovered.
Loans and Leases
Line Item 2(b) To non-U.S. addressees.

General Instructions Report in columns A and B, as appropriate, commercial
This part has two columns. In column A report loans and and industrial loans (as defined for Schedule HC-B,
leases charged off during the current calendar year-to-Part |, item 2(b), “Commercial and industrial loans to
date. In column B report amounts recovered during the non-U.S. addressees”) charged off and recovered.
current calendar year-to-date on loans and leases previ-

ously charged off. If the reporting bank holding company Line Item 3 Loans to depository institutions.

is required to establish and maintain an allocated transfer
risk reserve, as described above, columns A and B of
part | exclude charge-offs and recoveries of loans and
leases through the allocated transfer risk reserve.

Report in columns A and B, in the appropriate subitem,
loans to depository institutions that have been charged-
off and recovered. Also include in the appropriate sub-
item, acceptances of other banks.

These instructions should be read in conjunction with the
Glossary entries for “allowance for loan and lease Line Iltem 3(a) To U.S. banks and other U.S.
losses” and “domicile.” depository institutions.

Corresponds to Schedule HC-B, Part |, item 3(a), and
Line Item 1 Loans secured by real estate. acceptances of other U.S. banks as defined in Sched-
ule HC-B, Part |, item 4.
Line Item 1(a) To U.S. addressees (domicile).

Report in columns A and B, as appropriate, loans securedLlne Item 3(b)  To foreign banks.

by real estate (as defined for Schedule HC-B, Part I, Corresponds to Schedule HC-B, Part I, item 3(b), and
item 1, “Loans secured by real estate”) to U.S. addresseesacceptances of foreign banks as defined in Sched-
charged off and recovered. ule HC-B, Part |, item 4.
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Line Item 4 Loans to finance agricultural Line Item 8 Lease financing receivables.
production and other loans to farmers.

Report in columns A and B, as appropriate, agricultural Line ltem 8(a) To U.S. addressees (domicile).

loans (as defined for Schedule HC-B, Part I, item 5, Report in columns A and B, as appropriate, leases (as

“Loans to finance agricultural production and other loans defined for Schedule HC-B, Part I, item 9(a), “Lease

to farmers”) charged off and recovered. financing receivables to U.S. addressees”) charged off
and recovered.

Line Item 5 Loans to individuals for household,

family, and other personal expenditures. Line Item 8(b) To non-U.S. addressees (domicile).

Report in columns A and B, as appropriate, all exten-
sions of credit under credit cards and related plans and
all other loans to individuals for household, family, and
other personal expenditures (as defined for Sched-
ule HC-B, Part I, item 6, “Loans to individuals for
household, family, and other personal expenditures”)
charged off and recovered. Line Item 9 Total.

Report in item 5(a) credit cards and related plans and in Report in columns A and B the sum of items 1 through 8.
item 5(b) all other loans to individuals for hOUSGhOId, The amount reported in column A (p|us any losses

Report in columns A and B, as appropriate, leases (as
defined for Schedule HC-B, Part I, item 9(b), “Lease
financing receivables to non-U.S. addressees”) charged
off and recovered.

family, and other personal expenditures. charged against any portions of the allowance for credit
losses related to off-balance sheet credit exposures) must
Line Item 5(a) Credit cards and related plans. equal part Il, item 5, “Charge-offs,” below, and the

amount reported in column B (plus any recoveries cred-
ited to portions of the allowance for credit losses related
to off-balance sheet credit exposures) must equal part I,
Line Item 5(b) Other. item 2, “Recoveries,” below.

Corresponds to Schedule HC-B, Part I, item 6(b).

Corresponds to Schedule HC-B, Part |, item 6(a).

_ _ Memoranda
Line Item 6 Loans to foreign governments and

afficial instifutions. Line Item M1 Loans secured by real estate in

Report in columns A and B, as appropriate, all loans to domestic offices.
foreign governments and official institutions (as defined
for Schedule HC-B, Part I, item 7, “Loans to foreign

governments and official institutions”) charged off and
recovered.

Report in columns A and B, as appropriate, in the sub-
items below, loans secured by real estate in domestic
offices of the consolidated bank holding company. For
bank holding companies with foreign offices, the line

) item references in items M1(a) through M1(e) refer to

Line Item 7 All other loans. column B of Schedule HC-B, Part I.

Report in columns A and B, as appropriate, obligations
of states and political subdivisions in the U.S. as defined
in Schedule HC-B, Part |, items 8(a) and 8(b), “Taxable
obligations (other than securities of states and political
subdivisions in the U.S.)” and “Tax-exempt obligations Reportin columns A and B, as appropriate, loans secured
(other than securities of states and political subdivisions by real estate for construction and land development
in the U.S.),” and other loans as defined for Sched- purposes (as defined for Schedule HC-B, Part I,
ule HC-B, Part I, item 8(c), “All other loans” charged off item 1(a), “Construction and land development”) that
and recovered. have been charged off and recovered.

Line Item M1(a) Construction and land
development.

HI-B-2 Instructions for Preparation of Reporting Form FR Y-9C
Schedule HI-B March 1999



Schedule HI-B

Line Item M1(b) Secured by farmland. Line Item M2 Loans to finance commercial real

. . estate, construction, and land development activities
Report in columns A and B, as appropriate, loans secured.

by farmland (as defined for Schedule HC-B, Part I, included in Part |, items 2 and 7 above.

item 1(b), “Secured by farmland”) that have been Report in columns A and B, as appropriate, loans to
charged off and recovered. finance commercial real estate, construction, and land
development activities not secured by real estate (as
defined for Schedule HC-B, Part I, Memorandum item 2)
charged off and recovered. Such loans will have been
included in items 2 and 7 of Schedule HI-B, part I,
Report in columns A and B, as appropriate, in the sub- above. Exclude from this item all loans secured by real
items below, loans secured by 1-4 family residential estate included in item 1 of Schedule HI-B, part I, above.
properties (as defined for Schedule HC-B, Part I,

item 1(c), “Secured by 1-4 family residential proper- Part Il
ties”) that have been charged off and recovered. )

Line Item M1(c) Secured by 1-4 family residential
properties.

Allowance for Credit Losses
General Instructions

Line Item M1(c)(1) Revolving, open-end loans Report the reconcilement of the allowance for credit
secured by 1-4 family residential properties and losses on a calendar year-to-date basis.

extended under lines of credit.

] ) ] The AICPA's Audit and Accounting Guide for Banks
Reportin columns A and B, as appropriate, all revolving, ang savings Institutions requires the allocation on the
open-end loans secured by 1-4 family residential proper-pajance sheet of the allowance for credit losses between
ties and extended under lines of credit charged off and o_pajance-sheet financial instruments and off-balance-
recovered. Corresponds to Schedule HC-B, Part |, gheet credit exposures. For purposes of this report, bank

item 1(c)(1)- holding companies should allocate the allowance for
credit losses on Schedule HC, Consolidated Balance
Line Item M1(c)(2) Other. Sheet, consistent with their allocation methodology for

. . other financial reporting purposes. Portions of the allow-
Report in columns A and B, as appropriate, all closgd- ance related to off-balance-sheet credit exposures that are
end loans secured by 1-4 family residential properties oo teq as liabilities should be reported in Schedule HC,
charged off and recovered. Corresponds to Sched-jom 23 “Other liabilities.” However, bank holding com-
ule HC-B, Part|, item 1(c)(2). panies should aggregate these components of the allow-
ance for credit losses when completing Schedule HI-B,
Line Item M1(d) Secured by multifamily (5 or Part 1l. Bank holding companies are encouraged to dis-
more) residential properties. close the amounts of these components in the “Notes to

. . the Balance Sheet.”
Report in columns A and B, as appropriate, loans secured

by multifamily (5 or more) residential properties (as Exclude the balances of any capital reserves included in
defined for Schedule HC-B, Part I, item 1(d), “Secured Schedule HC, item 27(d), “Retained earnings,” and thel
by multifamily (5 or more) residential properties”) that effect of any transactions therein.

have been charged off and recovered. Refer to the Glossary entry for the “allowance for loan

and lease losses” for further information.)
Line Item M1(e) Secured by nonfarm

; ) . If the consolidated bank holding company has entered
nonresidential properties.

into a business combination that became effective during
Report in columns A and B, as appropriate, loans securedthe reporting period which has been accounted for as a
by nonfarm nonresidential properties (as defined for pooling of interests, include the recoveries, losses, and
Schedule HC-B, Part I, item 1(e), “Secured by nonfarm provisions of the combined bank holding company or

nonresidential properties”) that have been charged off other business for the calendar year-to-date. Report the
and recovered. balances as of the end of the previous year of the
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allowance for credit losses of the bank or other businessLine Item 3(a) Changes incident to mergers and
acquired in the pooling in item 3(a), “Changes incident absorptions, net.

to mergers and absorption, net. Report the net cumulative effect of all changes in the

If the consolidated bank holding company purchased allowance for credit losses of a bank or other business
another bank or business during the reporting period, acquired in a business combination during the reporting
include the recoveries, losses, and provisions of the period. Determine those amounts in accordance with the
combined bank or other business only after its acquisi- General Instructions at the beginning of this part.

tion. Report the amount of the allowance for credit losses
of the bank or other business acquired as of the effective
date of the business combination in item 3(a), “Changes
incident to mergers and absorption, net.” (Refer to the Report all otherllowable adjustments made during the
Glossary entry for “business combinations” for further reporting period.

Line Item 3(b) Other adjustments.

information.) In addition, report all allowable adjustments made during

the reporting period to the allowance for loan and lease
Line Item 1 Balance at end of previous calendar losses as specified in Section 905(a) of the International
year. Lending Supervision Act of 1983, in the agency regula-

Report the balance in the allowance for credit losses tions implementing the Act (Subpart D of the Federal
b Reserve Regulation K, Part 351 of the FDIC’s Rules and

E%Ei;heciﬁnsﬂife:s I(:)|fn ?lealres\/zﬁfsmceglt:nggr BZ;':_ Regulations, and Part 20 of the Comptroller of the Cur-
9 P P y rency’s Regulations) and in any guidelines, letters or

end. The allowance for credit losses includes _the allow- instructions issued by the agencies.
ance for loan and lease losses and any portions of the
allowance for credit losses related to off-balance-sheetFor bank holding companies with foreign offices, report

credit exposures. This amount should equal the amountincreases or decreases resulting from foreign currency
originally reported as the ending balance in Schedule translation in item 6 below.

HI-B, Part Il, item 7, for the previous calendar year-end
before the filing of any amended report(s). Line Item 4 Provision for credit losses.

Report the amount expensed as the provision for credit

losses during the calendar year-to-date. The provision for

Report the amount credited to the allowance for loan and credit losses includes the amount needed to make the
lease losses for recoveries during the calendar year-to-allowance for loan and lease losses adequate to absorb
date on amounts previously charged against the allow-expected loan and lease losses plus any amount provided
ance for loan and lease losses. Also include amountsfor credit losses related to off-balance-sheet credit expo-

credited to any portions of the allowance for credit losses sures, based upon management’s evaluation of the bank
related to off-balance-sheet credit exposures for recover-holding company’s current loan, lease, and off-balance-

ies on amounts previously charged-off against this allow- sheet credit exposures. The amount reported must equal
ance. The amount reported must equal Part I, item 9, Schedule HI, item 4(a). If an amount is negative, enclose

column B, plus any recoveries credited to portions of the it in parentheses.

allowance for credit losses related to off-balance-sheet
credit exposures.

Line Item 2 Recoveries.

Line Item 5 LESS: Charge-offs.

Report the amount of all loans and leases charged against
the allowance for loan and lease losses during the calen-
Report the net cumulative effect of all corrections and dar year-to-date. Also include the amount of losses from
adjustments made to the amount originally reported asoff-balance-sheet credit exposures charged against any
the ending balances of the allowance for credit losses asportions of the allowance for credit losses related to
of the previous calendar year-end. off-balance-sheet credit exposures.

Line Item 3 Adjustments.
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The amount reported must equal Part I, item 9, col- Memorandum

umn A, plus any losses charged against any portions of

the allowance for credit losses related to off-balance- | jne item M1  Credit losses on off-balance-sheet
sheet credit exposures. derivative contracts.

Line Item 6 Foreign currency translation Report the consolidated bank holding company’s year-
adjustments. to-date credit losses (e.g., charge-offs) incurred on

. ) , ) ! off-balance-sheet derivative contracts (as defined for
For pank holding companies with for.elgn offices, report gepeqyle HC-F, Part Ill, item 1). The amount reported
any increases or decreases r_esultlng from the rans5y, this item should include all credit losses regardless of
lation Into dollars of any portions of the_ aIIowan(;e whether the consolidated bank holding company charged
for credit losses that are denominated in a foreign such losses directly to income (e.g., trading revenue) or
currency. to another account (e.g., allowance for credit losses on
Line Item 7 Balance at end of current period. derivatives).
Report the sum of items 1, 2, 3(a), 3(b), 4, and 6, minus
item 5.
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Notes to the
Income Statement

This section has been provided to allow bank holding companies that so wish
to explain the content of specific items in the income statement. The reporting
bank holding company should include any transactions reported on Schedules
HI through HI-B that it wishes to explain or that have been separately
disclosed in the bank holding company’s quarterly reports to its shareholders,
In its press releases, or on its quarterly reports to the Securities and Exchange
Commission (SEC).

Exclude however, any transactions that have been separately disclosed under
the reporting requirements specified in Memoranda items 5 through 8 to
Schedule HI, the Consolidated Income Statement.

Also include any transactions which previously would have appeared as
footnotes to Schedules HI through HI-B.

Report in the space provided the schedule and line item for which the holding
company is specifying additional information, a description of the transaction

and, in the column provided, the dollar amount associated with the transaction
being disclosed.

Instructions for Preparation of Reporting Form FR Y-9C ISnotes-1
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Glossary

The definitions in this Glossary apply to the Consoli- minority interest.” Examples of this type of change in
dated Financial Statements for Bank Holding Companies accounting principle include (1) the adoption of the
(FR Y-9C) and are not necessarily applicable for other interest method or the sum of the digits method of
regulatory or legal purposes. The presentation of therecognizing income on installment loans in preference to
assets, liabilities, and stockholders’ equity, and the recog-the straight line, pro rata method and (2) the adoption of
nition of income and expenses in the FR Y-9C are to be an accelerated method of depreciation for premises and
in accordance with generally accepted accounting prin- fixed assets in preference to the straight line method.

ciples. The accounting discussions in this Glossary are 1o cumulative effect of a change in accounting prin-

thoge relevant to the preparation of thesg reports and .ar%iple is the difference between (1) the balance in the
not intended to constitute a comprehensive presentation

. . retained earnings account at the beginning of the year in
on b"f‘”" accounting or on generally accepted aCCOLIrmngwhich the change is made, and (2) the balance in the
principles. :

retained earnings account which would have been
reported at the beginning of the year in which the change
is made had the newly adopted accounting principle
actually been applied in all prior periods, net of the
income tax effect.

AcceptancesSee “Bankers acceptances.”

Accounting Changes: Changes in accounting princi-
ples—The accounting principles that bank holding com-
panies have adopted for the preparation of their FR Y-9C New accounting standards that are adopted by the Finan-
should be changed only in the direction of more prefer- Cial Accounting Standards Board (or other such body
able accounting practices in accordance with GAAP. If a officially designated to establish accounting principles)
bank holding company changes from the use of one often apply retroactively and may require or allow a
acceptable accounting principle to one that is more pref- bank holding company to restate prior years’ financial
erable at any time during the calendar year, it must reportStatements prepared in accordance with generally
the income or expense item(s) affected by the change for@ccepted accounting principles. However, the FR Y-9C
the entire year on the basis of the newly adopted account-do€s not present financial statements on a comparative
ing principle regardless of the date when the change isPasis (i.e., year-to-year) and, therefore, does not lend
actually made. However, a change from an accounting itself to retroactive restatement. As a consequence, if
principle that is neither accepted nor sanctioned by the 'éstatement is required by the new accounting standard,
Federal Reserve to one that is acceptable to the Federaf" If restatement is at the bank holding company’s option

Reserve is to be reported as a correction of an error as"’mOI It qhooses to restate, the effect of the rétroactive
discussed below. application of the new standard on the amount of retained

earnings at the beginning of the year in which the new
Most changes in accounting principles give rise to a standard is first adopted for purposes of the FR Y-9C
cumulative adjustment that will affect the net income of (net of applicable income taxes, if any) is to be excluded
the year in which the change is made. The cumulative from net income and reported as a direct adjustment to
effect of such changes in accounting principles, com- equity capital in Schedule HI-A, item 11. On the other
puted as described below, and the income tax effect ofhand, if a new standard must be applied retroactively but
such changes are to be reported in Schedule HI, item 12 restatement is not allowed, the effect of the retroactive
“Extraordinary items, net of applicable income taxes and application on retained earnings at the beginning of the
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year in which the new standard is first adopted for However, large and unusual changes in accounting esti-
purposes of the FR Y-9C is to be included in net income mates may be more properly treated as constituting
like the cumulative effect of a change in accounting accounting errors, and if so, must be reported accord-
principles described above. The amount of this effect ingly as described below.

(net of applicable income taxes, if any) is to be reported

in Schedule HI, item 12, Corrections of accounting errorsA bank holding com-

pany may become aware of an error in its FR Y-9C after

Some new accounting standards are to be app“ed projt has been submitted to the appropriate Federal Reserve
spectively but permit retroactive application through the bank through either its own or the Reserve Bank's dis-
restatements of amounts reported in prior years’ finan- covery of the error. An error in a report for a prior period
cial statements prepared in accordance with generallymay result from:

accepted accounting principles. In such situations, if a
bank holding company elects to retroactively apply a
new standard, the effect of the retroactive application of (2y g mistake in applying accounting principles; or

the new standard on the amount of retained earnings at

the beginning of the year in which the new standard is (3) the improper use of information that existed when
first adopted for purposes of the FR Y-9C (net of applica- the FR Y-9C for prior periods were prepared.

ble income taxes, if any) is to be excluded from net
income and reported as a direct adjustment to equity
capital in Schedule HI-A, item 11.

(1) a mathematical mistake;

When a material error of one of these types is discovered
in a FR Y-9C, the bank holding company may be
directed to file amended condition and/or income report
Changes in accounting estimateéccounting and the data for each prior period that was sign_ificantly affected
preparation of financial statements involve the use of by the error. Normally, such refilings will not be retro-
estimates. As more current information becomes known, actively required for a period exceeding five years. If
estimates may be changed. In particular, accruals are@mended reports are not required, the bank holding com-
derived from estimates based on judgments about theP&ny should report the effect of such corrections on

outcome of future events and changes in these estimate&t@ined earnings at the beginning of the year, net of
are an inherent part of accrual accounting. applicable income taxes, in Schedule HI-A, item 12,

“Corrections of material accounting errors from prior
Reasonable changes in accounting estimates do noyears.” The effect of such corrections on income and
require the restatement of amounts of income andexpenses since the beginning of the year in which the
expenses and assets, liabilities, and capital reported inerror is discovered should be reflected in each affected
previously submitted FR Y-9Cs. Computation of the income and expense account on a year-to-date basis in
cumulative effect of these changes is also not ordinarily the next quarterly Consolidated Income Statement
necessary. Rather, the effect of such changes is handledSchedule HI) to be filed and not as a direct adjustment
on a prospective basis. That is, beginning in the period 0 retained earnings.

of income or expense for that period is adjusted accord- nejther accepted nor sanctioned by bank holding com-
ingly. For example, if the bank holding company’s esti- pany supervisor to one that is acceptable to supervisors is
mate of the remaining useful life of certain equipment is to be reported as a correction of an error. When such a
increased, the remaining undepreciated cost of the equipchange is implemented, the cumulative effect that applies
ment would be spread over its revised remaining usefulto prior periods, calculated in the same manner as
life. Similarly, immaterial accrual adjustments to items described above for other changes in accounting prin-
of income and expenses, including provisions for loan ciples, should be reported in Schedule HI-A, item 12,
and lease losses and income taxes, are consideredCorrections of material accounting errors from prior
changes in accounting estimates and would be taken intoyears.” In most cases of this kind undertaken voluntarily
account by adjusting the affected income and expenseby the reporting bank holding company in order to adopt
accounts forthe year in which the adjustments were found more acceptable accounting practices, such a change will
to be appropriate. not result in a request for amended reports for prior
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periods unless substantial distortions in the bank holding or pool of loans given facts and circumstances as of the
company’s previously reported results are in evidence. evaluation date. These estimated credit losses should
meet the criteria for accrual of a loss contingency (i.e.,
a provision to the allowance) set forth in generally
accepted accounting principles (GAAP).

For further information on these three topics, see APB
Opinion No. 20 Accounting Changess amended.

Accounting Errors, Corrections of: See “Accounting As of the end of each quarter, or more frequently if
changes.” warranted, the management of each bank holding com-
pany must evaluate the collectibility of the loan and lease
Accounting Estimates, Changes in:See “Accounting portfolio, including any recorded accrued and unpaid
changes.” interest (i.e., not already reversed or charged off), and
make appropriate entries to maintain the balance of the
Accounting Principles, Changes in:See “Accounting allowance for loan and lease losses on the balance sheet
changes.” at a level adequate to absorb estimated credit losses.
Management must maintain reasonable records in sup-

Acquisition, Development, or Construction (ADC)  Port of their evaluations and entries.

Arrangements: An ADC arrangement is an arrangement  additions to, or reductions of, the allowance account
in which a bank holding company or its consolidated resylting from such evaluations are to be made through
subsidiaries provide financing for real estate acquisition, charges or credits to the “provision for loan and lease
development, or construction purposes and participatesiosses” (provision) in the Consolidated Statement of
in the expected residual profit resulting from the ultimate |ncome. When available information confirms that spe-
sale or other use of the property. ADC arrangements cific loans and leases, or portions thereof, are uncol-
should be reported as loans, real estate joint ventures, olectible, these amounts should be promptly charged off
direct investments in real estate in accordance with guid- against the allowance. All charge-offs of loans and leases
ance presented by the American Institute of Certified shall be charged directly to the allowance and any recov-
Public Accountants in a Notice to Practitioners issued in eries on loans or leases previously charged off shall be
February 1986 (or, if appropriate, in notices issued in credited to the allowance. Under no circumstances can
November 1983 and November 1984).” loan or lease losses be charged directly to “Retained
earnings.”
Agreement Corporation: See “Edge and Agreement

o When a bank holding company makes a full or partial
corporation.

direct write-down of a loan or lease that is uncollectible,
the bank holding company establishes a new cost basi
Allowance for Loan and Lease LossesEach bank  fqr the asset. Consequently, once the new cost basis hgs
holding company must maintain an allowance for l0an peen established for a loan or lease through a direc
and lease losses (allowance) that is adequate to absorlyite-down, this cost basis may not be “written up” at
estimated credit losses associated with its loan and leasg, |ater date. Reversing the previous write-down and
portfolio, including all binding commitments to lend. To  “re-hooking” the charged-off asset after the bank hold-
the extent not prOVided forina Separate I|ab|l|ty aCCOUI’lt, |ng company concludes that the prospects for recover-
the allowance should also be sufficient to absorb esti- |ng the Charge_off have improved, regarcﬂess of whethern
mated credit losses associated with off-balance-sheethe bank holding company assigns a new account num
credit instruments such as standby letters of credit. per to the asset or the borrower signs a new note, is no
(These instruments are included in the terms “loan(s),” an acceptable accounting practice. I
“loans and leases” and “portfolio,” as used in this
Glossary entry.)

The allowance account must never have a debit balance.
If losses charged off exceed the amount of the allowance,
The term “estimated credit losses” means an estimate of a provision sufficient to restore the allowance to an ade-
the current amount of the loan and lease portfolio (net of quate level must be charged to expense on the income
unearned income) that is not likely to be collected; that statement immediately. A bank holding company shall

is, net charge-offs that are likely to be realized for a loan not increase the allowance account by transferring an
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amount from retained earnings or any segregation thereofThe accepting bank has an unconditional obligation to

to the allowance for loan and lease losses.

To the extent that a bank holding company’s reserve for
bad debts for tax purposes is greater than or less than it
“allowance for loan and lease losses” on the balance
sheet, the difference is referred to as a temporary differ-
ence. See the Glossary entry for “income taxes” for

guidance on how to report the tax effect of such a
temporary difference.

Recourse liability accounts that arise from recourse obli-
gations for any transfers of loans that are reported as
sales for purposes of this report should not be included in
the allowance for loan and lease losses. These account
are considered separate and distinct from the allowanc
account and should be reported as liabilities on Sched
ule HC, item 23, “Other liabilities.”

Information on the application of FASB Statement
No. 114, Accounting by Creditors for Impairment of a
Loan, to the determination of an allowance for credit
losses on those loans covered by that accounting
standard is provided in the Glossary entry for “loan
impairment.”

For information on reporting on foreclosed and repos-

sessed assets, see the Glossary entry for “foreclosed

assets.”

Applicable Income Taxes:See “Income taxes.”
Associated Company:See “Subsidiaries.”
ATS Account: See “Deposits.”

Bankers AcceptancesA banker’'s acceptance, for pur-
poses of these reports, is a draft or bill of exchange that

has been drawn on and accepted by a banking institution

(the “accepting bank”) or its agent for payment by that
institution at a future date that is specified in the instru-

ment. Funds are advanced to the drawer of the accep-

tance by the discounting of the accepted draft either by
the accepting bank or by others; the accepted draft is

S

put the holder in funds (to pay the holder the face amount
of the draft) on presentation on the specified date. The
account party (customer) has an unconditional obligation

Yo put the accepting bank in funds at or before the

maturity date specified in the instrument.

The following description covers the treatment in the
FR Y-9C of (1) acceptances that have been executed by
a bank subsidiary of the reporting holding company, that
is, those drafts that have been drawn on and accepted by
a subsidiary bank; (2) “participations” in acceptances,
that is, “participations” in the accepting bank’s obliga-
tion to put the holder of the acceptance in funds at
maturity, or participations in the accepting bank’s risk of

€oss in the event of default by the account party; and

(3) acceptances owned by the reporting bank holding

company or its subsidiaries, that is, those acceptances—
whether executed by the reporting holding company’s

subsidiary banks or by others—that a bank subsidiary
has discounted or that any subsidiary of the holding

company has purchased.

(1) Acceptances executed by a subsidiary bank of the
reporting holding companyWith the exceptions
described below, the reporting bank holding com-
pany must report on its balance sheet the full amount
of the acceptance in both (a) the liability item, “Lia-
bility on acceptances executed and outstanding”
(Schedule HC, item 22), reflecting the subsidiary
bank’s obligation to put the holder of the acceptance
in funds at maturity, and (b) the asset item, “Custom-
ers’ liability on acceptances outstanding” (Sched-
ule HC, item 9), reflecting the account party’s liabil-
ity to put the accepting bank subsidiary in funds at or
before maturity.

Exceptions to the mandatory reporting by the report-
ing bank holding company of the full amount of all
outstanding drafts accepted by the bank subsidi-
ary(ies) of the reporting holding company in both
Liability Item 22 and Asset Item 9 on the Consoli-
dated Balance sheet of the FR Y-9C occur in the
following situations:

negotiable and may be sold and resold subsequent to its

original discounting. At the maturity date specified, the

holder or owner of the acceptance at that date, who has

advanced funds either by initial discount or subsequent

purchase, presents the accepted draft to the accepting

bank for payment.

GL-4

(&) One exception occurs in situations where the
accepting bank acquires—through initial dis-
counting or subsequent purchase—and holds its
own acceptance (i.e., a draft that it has itself
accepted). In this case, the bank subsidiary’s
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(b)

(©)

own acceptances that are held by it will not be
reported in the acceptance liability and asset
items noted above (i.e., “Liability on accep-

tances executed and outstanding” and “Cus-
tomers’ liability on acceptances outstanding”).

The bank subsidiary’s holdings of its own accep-
tances will be reported either in “Loans and

leases, net of unearned income” (Schedule HC,
item 4(a)) or, if held in a trading account, in

“Trading assets” (Schedule HC, item 5).

A second exception occurs where the parent
bank holding company or a subsidiary of the
bank holding company (other than the accepting
bank subsidiary) purchases an acceptance exe-
cuted by one of the reporting holding company’s
subsidiary banks. In this case, the process of
consolidation eliminates the consolidated bank
holding company’s liability on acceptances and (2)
outstanding and the customers’ liability to the
accepting bank on acceptances outstanding will
be reported either in Schedule HC, item 4(a) or
item 5.

A third exception occurs in situations where the
account party anticipates its liability to a bank
subsidiary of the reporting holding company on
an acceptance outstanding by making a payment
to the bank that reduces the customer’s liability
in advance of the maturity of the acceptance.
In this case, the bank holding company will
decrease the asset item “Customers’ liability on
acceptances outstanding” (Schedule HC, item 9)
by the amount of such prepayment; the prepay-
ment will not affect the liability item “Liability

on acceptances executed and outstanding”
(Schedule HC, item 22), which would continue
to reflect the full amount of the acceptance until
the bank subsidiary has repaid the holder of the
acceptance at the maturity date specified in the
instrument. If the account party’s payment to
the accepting bank before the maturity date is
not for the purpose of immediate reduction of its
indebtedness to the reporting bank or if receipt
of the payment does not immediately reduce or
extinguish that indebtedness, such advance
payment will not reduce item 9 of Schedule HC
but should be reflected in the bank’'s deposit
liabilities.

Instructions for Preparation of Reporting Form FR Y-9C
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(d) A fourth exception occurs when the bank hold-
ing company has a subsidiary of the bank hold-
ing company (other than the accepting bank) that
is the account party (customer) in the acceptance
transaction. In this case, the process of consoli-
dation eliminates the asset item (Schedule HC,
item 9), but will leave the liability item (item 22)
unaffected except where the holding company or
one of its consolidated subsidiaries purchases the
acceptance executed.

In all situations other than these four exceptions just
described, the reporting bank holding company’s
financial statement must reflect the full amount of
its acceptances in its liability item, “Liability on
acceptances executed and outstanding,” and in its
asset item, “Customers’ liability on acceptances
outstanding.”

“Participations”in acceptancesThe general require-
ment for the accepting bank to report on its balance
sheet the full amount of the total obligation to put the
holder of the acceptance in funds applies also, in
particular, to any situation in which the accepting
bank enters into any kind of arrangement with others
for the purpose of having the latter share, or partici-
pate, in the obligation to put the holder of the accep-
tance in funds at maturity or in the risk of loss in the
event of default on the part of the account party.
In any such sharing arrangement or participation
agreement—regardless of its form or its contract
provisions, regardless of the terminology (e.g.,
“funded,” “risk,” “unconditional,” or “contingent”)

used to describe it and the relationships under it,
regardless of whether it is described as a participa-
tion in the customer’s liability or in the accepting
bank’s obligation or in the risk of default by the
account party, and regardless of the system of debits
and credits used by the accepting bank to reflect the
participation arrangement—the existence of the par-
ticipation or other agreement should not reduce the
accepting bank’s obligation to honor the full amount
of the acceptance at maturity.

The existence of such participations should not to be
recorded on the balance sheet of the accepting bank

1. The discussion does not deal with participations in holdings of bankers
acceptances, which are reportable under loans. Such participations are
treated like any participations in loans.
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subsidiary nor on the consolidated balance sheet (Sched- the holding company) are to be reported in Sched-
ule HC) of the bank holding company (except for imma- ule HC, item 5, “Trading assets.” The reporting
terial amounts) that conveys shares in its obligation to bank holding company’s holdings of acceptances
put the holder of the acceptance in funds or shares inits  other than those in its trading account (whether
risk of loss in the event of default on the part of the acceptances of a bank subsidiary of the reporting
account party, and similarly is not to be recorded on the bank holding company or of banks outside the hold-
balance sheets (Schedule HC) of the other bank holding  ing company) are to be reported in Schedule HC,
companies or their subsidiaries that are party to, or item 4(a), “Loans and leases, net of unearned
acquire, such participations. However, in such cases of  income,” and in Schedule HC-B, Part I, which
agreements to participate, both the accepting bank sub- calls for detail on “Loans and lease financing
sidiary conveying the participation to others and the receivables.”

bank holding company acquiring the participation from
an accepting bank must report the amounts of such
participations in the appropriate item of Schedule HC-F,
off-balance-sheet items. The accepting bank subsidiary
engaging in the participation agreement will report the
amount in the item “Participations in acceptances con-
veyed to others by the reporting bank holding company”
(Part Il, item 6(a) of Schedule HC-F); the nonaccepting
institution acquiring the participation will report an
amount in the item “Participations in acceptances

In Schedule HC-B, Part I, the reporting bank holding
company’s holdings of acceptances of banks outside the
reporting bank holding company, other than those held in
trading accounts, are to be reported in “Acceptances of
other banks” (item 4). On the other hand, the bank
holding company’s holdings of acceptances of its bank
subsidiaries, other than those held in trading accounts,
are to be reported in Schedule HC-B, Part |, according
to the account party of the draft. Thus, holdings of
acquired by the reporting bank holding company” accgptances of bank_ subs_idiarie_s for which the account
(Part II, item 6(b) of Schedule HC-F) parties are commercial or mdustnal_enterprlses are to be
' ' reported in Schedule HC-B, Part I, in “Commercial and
NOTE: The amount of participations in acceptances industrial loans” (item 2); holdings of acceptances of
reported in Schedule HC-F for a bank subsidiary that is a subsidiary banks for which the account parties are banks
member bank may differ from the amount of such par- outside the bank holding company (e.g., in connection
ticipations that enter into the calculation of the bank’s with the refinancing of another acceptance or for the
acceptances to be counted toward its acceptance limitfinancing of dollar exchange) are to be reported in Sched-
under federal statute 12 USC 372 and Federal Reservaule HC-B, Part |, in “Loans to depository institutions”
regulation 12 CFR Part 250. Such differences are mainly (item 3); and holdings of acceptances of subsidiary banks
attributable to participations in ineligible acceptances, for which the account parties are foreign governments or
to participations with “noncovered” institutions, and to official institutions (e.g., for the financing of dollar
participations that do not conform to the minimum exchange) are to be reported in Schedule HC-B, Part I,
requirements set forth in 12 CFR Part 250. “Loans to foreign governments and official institutions”
item 7).
(3) Acceptances owned by the reporting bank holding ( )

company.The treatment of acceptances owned or The difference in treatment between holdings of accep-
held by the reporting bank holding company tances of subsidiary banks and holdings of other banks’

(whether acquired by initial discount or subsequent acceptances reflects the fact that, for other banks’ accep-

purchase) depends upon whether the acceptances arNces, the bank holding company’s immediate claim is
held in trading account or in portfolio and upon on the accepting bank, regardless of the account party or

whether the acceptances held have been accepted bgf It(?_e pur]EJg)tse of the Ioa;n. On t?he %theli Eal':jQ’ for its
a bank subsidiary of the reporting bank holding 0 |pg§ 0 'j. otwn Iapce_p a:(iﬁzyacfo ‘;’1‘? ar? Ag%g‘émr;
company or by a bank that is not a subsidiary of the pany’s immediate claim Is o unt party :

reporting bank holding company. All acceptances the accepted draft.

held by the reporting bank holding company in trad- If the account party prepays its acceptance liability on an
ing accounts (whether acceptances of a bank of theacceptance of a bank subsidiary of the reporting bank
reporting bank holding company or of banks outside holding company that is held by the bank subsidiary
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(either in loans or trading account) so as to immediately but excluding the U.S. branches and agencies of foreign

reduce its indebtedness to the bank subsidiary, thebanks.

recording of the holding—in “Commercial and indus-

trial loans,” “Loans to depository institutions,” or  The following table summarizes these contrasting cate-

‘Assets held in trading accounts,” as appropriate—is gories of banks considered as customers as used in the
reduced by the prepayment. Reports of Condition and Income. (“X” indicates inclu-

] o sion; no entry indicates exclusion.)
Banks, U.S. and Foreign:In the classification of banks

as customers of the reporting bank holding company, Commercial banks in the U-S:The detailed institutional

distinctions are drawn for purposes of the FR Y-9C composition of “commercial banks in the U.S.” includes:
between “U.S. banks” and “commercial banks in the
U.S.” and between “foreign banks” and “banks in for-
eign countries.” Some report items call for one set of (a) national banks;

these categories and other items call for the other set.

The distinctions center around the inclusion or exclusion  (b) state-chartered commercial banks;
of foreign branches of U.S. banks and U.S. branches and

(1) the U.S.-domiciled head offices and branches of:

. ) 2 Commercial Banks in
agencies of foreign banks. For purposes of describing the US.  banksin Foreign foreign
office location of banks as customers of the reporting banks  theUS.  banks  countries
bank, the term “United States” covers the 50 states of j 5 pranches
the United States, the District of Columbia, Puerto Rico, ¢y s. panks
and U.S. territories and possessions. (This is in contrast (including
to the usage with respect to the offices of the reporting IBFS) vvoveven. X X
bank, where offices in Puerto Rico and U.S. territories Foreign branches
and possessions and U.S.-domiciled Edge and Agree- of US.banks ... X X
ment subsidiaries and IBFs are included in “foreign” Foreign branches
offices.) of foreign

banks.............. X X

U.S. banks-The term “U.S. banks” covers both the U.S. U.S. branches

and foreign branches of banks chartered and head- and agencies

quartered in the U.S. (including U.S.-chartered banks of foreign

owned by foreigners), but excluding U.S. branches and banks.............. X X

agencies of foreign banks. On the other hand, the term

“banks in the U.S.” or “commercial banks in the U.S.”

(the institutional coverage of which is described in detail

later in this entry) covers the U.S. offices of U.S. banks (d) industrial banks;

(including their IBFs) and the U.S. branches and agen-

cies of foreign banks, but excludes the foreign branches

of U.S. banks. (H International Banking Facilities (IBFs) of U.S.
banks;

(c) trust companies that perform a commercial bank-
ing business;

(e) private or unincorporated banks;

Foreign banks—Similarly, the term “foreign banks”
covers all branches of banks chartered and headquartered
in foreign countries (including foreign banks owned by (2) the U.S.-domiciled branches and agencies of foreign
U.S. nationals and institutions), including their U.S.- banks (as defined below).

domiciled branches and agencies, but excluding the for-This coverage includes the U.S. institutions listed above
eign branches of U.S. banks. In contrast, the term “banks that are owned by foreigners. Excluded from commercial
in foreign countries” covers foreign-domiciled branches banks in the U.S. are branches located in foreign coun-
of banks, including the foreign branches of U.S. banks, tries of U.S. banks.

(g) Edge and Agreement corporations; and
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U.S. branches and agencies of foreign barksS. from the Export—Import Bank, and rediscounted trade
branches of foreign banks include any offices or places acceptances. Federal funds sold and repurchase agrep-
of business of foreign banks that are located in the ments in foreign offices should be reported in accordanc
United States at which deposits are accepted. U.S. agenwith the Glossary entries for “federal funds transac-
cies of foreign banks include any offices or places of tions” and “repurchase/resale agreements.” Liability
business of foreign banks that are located in the United accounts such as accruals and allocated capital shall not
States at which credit balances are maintained incidentalbe reported as borrowings. Deposits consist of such other
to or arising out of the exercise of banking powers but at short-term and long-term liabilities issued or undertaken
which deposits may not be accepted from citizens or as a means of obtaining funds to be used in the banking
residents of the United States. For purposes of thebusiness and include those liabilities generally character-
FR Y-9C, the term “U.S. branches and agencies of ized as placements and takings, call money, and deposit
foreign banks” covers: substitutes.
(1) the U.S. branches and agencies of foreign banks; Brokered Deposits: Brokered deposits represent depos-
(2) the U.S. branches and agencies of foreign official its which the banking subsidiaries of the reporting bank
banking institutions, including central banks, nation- holding company receives from brokers or dealers for the
alized banks, and other banking institutions owned account of others either directly or ultimately. Brokered
by foreign governments; and deposits include both those in which the entire beneficial
interest in a given deposit instrument issued by the bank
subsidiary is held by a single depositor and those in
which the broker sells participations in a given bank
instrument to one or more investors.

(3) investment companies that are chartered under
Article Xl of the New York State banking law and
that are majority-owned by one or more foreign banks.

Banks in foreign countries-The institutional composi-

tion of “banks in foreign countries” includes: Brokered Retail Deposits: are brokered deposits that

are issued in denominations of $100,000 or less or that

are issued in denominations greater than $100,000 and

(a) foreign commercial banks (including foreign- Participated out by the broker in shares of $100,000 or
domiciled banking subsidiaries of U.S. banks €ss.

and of Edge and Agreement corporations); For purposes of this report, the terdeposit broker
(b) foreign savings banks or discount houses; includes:

any person engaged in the business of placing depos-
its, or facilitating the placement of deposits, of third
parties with insured depository institutions or the
business of placing deposits with insured depository

(1) the foreign-domiciled head offices and branches of:

(c) nationalized banks not functioning either as cen- @)
tral banks, as foreign development banks, or as
banks of issue;

(d) other similar foreign institutions that accept institutions for the purpose of selling interests in
short-term deposits; and those deposits to third parties, and
(2) the foreign-domiciled branches of U.S. banks. (2) an agent or trustee who establishes a deposit account

to facilitate a business arrangement with an insured
depository institution to use the proceeds of the
account to fund a prearranged loan.

See also “International Banking Facility (IBF).” Banks
in Foreign Countries: See “Banks, U.S. and foreign.”

Bill-of-Lading Draft: See “Commodity or bill-of-lading ~ The termdeposit brokeidoes not include:

draft. (1) an insured depository institution, with respect to

Borrowings and Deposits in Foreign OfficesBorrow- funds placed with that depository institution;

ings in foreign offices include assets rediscounted with (2) an employee of an insured depository institution,
central banks, certain participations sold in loans and with respect to funds placed with the employing
securities, government funding of loans, borrowings depository institution;
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(3) a trust department of an insured depository institu- underwriters (including both bank affiliates and nonbank
tion, if the trust in question has not been established subsidiaries of the reporting bank holding company such
for the primary purpose of placing funds with insured as so-called Section 20 affiliates) who then reoffer and/or
depository institutions; resell these deposit instruments to one or more investors,

(4) the trustee of a pension or other employee beneﬁt_regardless of the minimum denomlnqtlon which the
plan, with respect to funds of the plan: g\e\)/ss;ﬁrs must purchase, are considered brokered

(5) a person acting as a plan administrator or an invest-
ment adviser in connection with a pension plan or Broker's Security Draft: A broker’'s security draft is a
other employee benefit plan provided that that per- draft with securities or title to securities attached that is
son is performing managerial functions with respect drawn to obtain payment for the securities. This draft is
to the plan; sent to a bank for collection with instructions to release

(6) the trustee of a testamentary account; the securities only on payment of the draft.

(7) the trustee of an irrevocable trust (other than a trusteeBusiness Combinations: Business combinations
who establishes a deposit account to facilitate a between unrelated parties are of two types: “poolings of
business arrangement with an insured depositoryinterests” and “purchase acquisitions.” A business com-
institution to use the proceeds of the account to fund bination involving the exchange of voting common stock
a prearranged loan), as long as the trust in questionand meeting all 12 of the conditions specified in APB
has not been established for the primary purpose of Opinion No. 16,Business Combinations a pooling of
placing funds with insured depository institutions; interests. All other unrelated party business combina-

(8) a trustee or custodian of a pension or profit sharing tions are purchase acquisitions.

plan qualified under Section 401(d) or 430(a) of the Pooling of interests-In a pooling of interests, the assets,
Internal Revenue Code of 1986; or liabilities, and capital of the bank holding company and
the business being acquired are added together on a
line-by-line basis without any adjustments for fair
market value. The historical cost-based amount (cost
adjusted for amortization of premiums and discounts or
depreciation) of each asset, liability, and capital account
of the acquiring bank holding company is added to the
corresponding account of the business being acquired to
Notwithstanding these nine exclusions, the teteposit arrive at the balance sheet for the combined holding
broker includes any insured depository institution, and company. However, the capital stock outstanding of the
any employee of any insured depository institution, combined bank holding company must be equal to the
which engages, directly or indirectly, in the solicitation number of shares issued and outstanding (including the
of deposits by offering rates of interest (with respect to shares issued in connection with the acquisition) multi-
such deposits) which are significantly higher than the plied by par or stated value.

prevailing rates of interest on deposits offered by other
insured depository institutions having the same type of
charter in such depository institution’s normal market
area. For purposes of this report, only those deposits
accepted, renewed, or rolled over on or after June, 16,
1992, in connection with this form of deposit solicitation
are to be reported as brokered deposits. For further
information, see Section 337.6(b) of the FDIC’'s Rules
and Regulations.

(9) an agent or nominee whose primary purpose is not
the placement of funds with depository institutions.
(For purposes of applying this ninth exclusion from
the definition of deposit broker, “primary purposes”
does not mean “primary activity,” but should be
construed as “primary intent.”)

If the sum of the capital stock accounts of the entities
being combined does not equal this amount (and it rarely,
if ever, will), adjustment is required. If the sum of the
capital stock accounts is less than the number of shares
outstanding of the combined holding company multi-
plied by par or stated value, “Capital surplus,” Sched-
ule HC, item 27(c), must be debited for the amount of
the difference and “Common stock,” Schedule HC,
item 27(b) is credited. If the surplus account is insuffi-
In addition, deposit instruments of the reporting bank cient to absorb such an adjustment the remainder must
holding company that are sold to brokers, dealers, orbe debited to “Retained earnings,” Schedule HC,
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item 27(d). If the sum of the capital stock accounts is goodwill should be reported in Schedule HC, item 23,
more than the amount of the outstanding stock of the “Other liabilities” and should be amortized systemati-

combined bank holding company, “Capital surplus” cally to income over the period estimated to be benefited.
must be credited and “Common stock” debited. In addition, the amount of negative goodwill should be
reported as a footnote item. See the instructions for

Any adjustments necessary to conform the accountingul\lotes to the Balance Sheet”

methods of the acquired entity to those of the reporting
bank holding company must be made to “Retained In @ purchase acquisition, the historical equity capital
earnings.” balances of the acquired business are not to be carried
, i i i forward to the balance sheet of the combined bank
_For the year in which a pooling of interests occurs, holding company. If the reporting holding company has
income and expenses must be reported as though thesged any stock in connection with the acquisition, the
companies had combined at the beginning of the year.tair value of the shares issued shall be used in determin-
The portion of the adjustment necessary to conform the jng the cost of the acquisition unless the net fair value
accounting methods applicable to the current period of the assets acquired and liabilities assumed presents a
must also be allocated to income and expenses for themore accurate measure of the value of the transaction.
period. The aggregate par or stated value of perpetual preferred
Purchase acquisition-In a purchase acquisition the ©OF common shares issued shall be credited to the acquir-
assets and liabilities of the acquired business must beld holding company’s appropriate stock account and
recorded on the books of the combined bank holding &Y €XCESS of fair value over par or stat'ed \(alue of shares
company at their fair value. The fair value of an asset is issued (fed“‘?ed by any direct costs of issuing f[he shares)
generally its market or appraised value and liabilities are shall be credited to capital surplus. The total fair value of

generally valued on a present value basis. Therefore, toI|m|ted-l|fe preferred stock issued shall be credited to

the extent possible, the cost of the acquisition is aIIocatedtSChedl.JlelHé:’ it?.m.tzg' I‘_‘fSubor?inatded ?Otﬁs ar;d dlett)e(rj\-
to each identifiable asset or liability being acquired or ures (includes limited-life preferred stock and relate

assumed. Identifiable assets may be tangible (such agurplus).” 'I_'he opera.ting res.“'ts of the acquired business
‘ are to be included in the income and expenses of the

securities or fixed assets) or intangible (such as service . .
. . ; reporting holding company only from the date of
contracts or the estimated value of certain deposit rela—aCquisition

tionships as recognized by the Federal Reserve). Any
excess of the cost of the acquisition over the net fair Reorganizations-A combination of two or more entities
value of the identifiable assets and liabilities acquired or involving related parties is considered a reorganization
assumed is purchased goodwill. Purchased goodwill mayand not a business combination. For example, two sub-
be booked in accordance with the specific regulatory sidiary banks of a bank holding company may combine
policies of the Federal Reserve and must be amortized.into one bank which is a change in legal organization but
To the extent goodwill is permitted by Federal Reserve hot a change in the entity. The assets and liabilities
guidelines, it is reportable in Schedule HC, item 10(c), transferred in the combination are accounted for at his-
“Goodwill.” An intangible asset such as goodwill should torical cost in @ manner similar to that in “pooling of
not be written off in the year of its acquisition. The interests” accounting as described above.

amortization expense of purchased goodwill and any pqr fyrther details on the general treatment of business

other intangible assets shall be reported in Schedule Hl,.,mpinations. see APB Opinion No. 16 and FASB State-
the Consolidated Income Statement. If the net fair value 1 ant No. 72’Accounting for Certain Acquisitions of

of the identifiable assets and liabilities acquired or Banking or Thrift Institutions.

assumed exceeds the cost of the acquisition, the values

otherwise assignable to the fixed assets, other real estateall Option: See “Futures, forward, and standby

owned, and intangible and other similar assets of acontracts.”

“noncurrent” nature shall be reduced by the amount of

such excess in the order specified above. Negative good-Capitalization of Interest: Interest costs associated with

will shall not be recorded unless these categories of the construction of a building shall, if material, be capi-
assets acquired are reduced to a zero value. Negativealized as part of the cost of the building. Such interest
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costs include both the actual interest incurred when theto the collecting depository institution with instructions
construction funds are borrowed and the interest coststo release the shipping documents (e.g., bill of lading)
imputed to internal financing of a construction project.  conveying title to the goods only upon payment of the
draft. Payment, however, cannot be demanded until the
goods have arrived at the drawee’s destination. Arrival
drafts provide a means of insuring payment of shipped
goods at the time that the goods are released.

The interest rate utilized to capitalized interest on inter-
nally financed projects in the reporting period shall be
the rate(s) applicable to the bank holding company’s
borrowings outstanding during the period. For this pur-
pose, a bank holding company’s borrowings include
interest-bearing deposits and other interest-bearing
liabilities. The interest capitalized shall not exceed the
total amount of interest cost incurred by the bank holding
company during the reporting period.

Common Stock of Unconsolidated Subsidiaries,
Investments in: See the instructions to Consolidated
Financial Statements for Bank Holding Companies,
Schedule HC, item 8, “Investments in unconsolidated
subsidiaries and associated companies.”

For further information, see FASB Statement No. 34,

Capitalization of Interest Costas amended. Continuing Contract: See “Federal funds transactions.”

Carrybacks and Carryforwards: See “Income taxes.” Corporate Joint Venture: See “Subsidiaries.”

Certificate of Deposit: See “Deposits.” Corrections of Accounting Errors: See “Accounting
changes.”

Changes in Accounting Estimates:See “Accounting
changes.” Coupon Stripping, Treasury Receipts, and STRIPS:
Coupon stripping occurs when a security holder physi-
Changes in Accounting Principles:See “Accounting  cally detaches unmatured coupons from the principal
changes.’ portion of a security and sells either the detached cou-
) ) pons or the ex-coupon security separately. (Such trans-
Con_1me”rC|aI Banks in the U.S.:See “Banks, U.S. and  actions are generally considered by the Federal Reserve
foreign. to represent “improper investment practices” for bank
holding companies.) In accounting for such transactions,
the original cost, including any unamortized premium or
discount, must be allocated between the ex-coupon secu-
rity and the detached coupons at the time the security is
divided in order to establish a basis for determining the
carrying value of the portion retained and the gain or loss
on the portion sold. This allocation shall be based upon
the yield to maturity of the security at the time it was
originally purchased and must establish the same yield to
maturity for each portion.

Commercial Letter of Credit: See “Letter of credit.”

Commercial Paper: Commercial paper consists of
short-term negotiable promissory notes issued in the
United States by commercial businesses, including
finance companies and banks. Commercial paper
matures in 270 days or less and is not collateralized.
Commercial paper may be backed by a standby letter of
credit from a bank, as in the case of documented dis-
counted notes. Holdings of commercial paper are to be
reported as “securities” in Schedule HC-A, unless held Detached U.S. government security coupons and
for trading and therefore reportable in Schedule HC, ex-coupon U.S. government securities that are held in the
item 5, “Trading assets.” reporting bank holding company’s securities portfolio,
whether resulting from the coupon stripping activities of
Commodity or Bill-of-Lading Draft: A commodity or the reporting bank holding company or from its purchase
bill-of-lading draft is a draft that is issued in connection of stripped securities, shall be reported as U.S. debt
with the shipment of goods. If the commodity or bill-of- securities in Schedule HC-A. The amount of any dis-
lading draft becomes payable only when the shipment of count or premium relating to the detached coupons or
goods against which it is payable arrives, it is an arrival ex-coupon securities must be amortized. (See the Glos-
draft. Arrival drafts are usually forwarded by the shipper sary entry for “premiums and discounts.”) Net gains or
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losses from the sale of detached coupons or ex-couponCustody Account: A custody account is one in which
securities shall be reported in “Other noninterest securities or other assets are held by a bank holding
expense,” as appropriate. company on behalf of a customer under a safekeeping
arrangement. Assets held in such capacity are not to be
reported in the balance sheet of the reporting bank nor
are such accounts to be reflected as a liability. Assets of
the reporting bank holding company held in custody

Growth Receipts), COUGAR (Certificates on Govern- accounts at banks that are outside the holding company
X are to be reported on the reporting bank holding com-

ment Receipts), LION (Lehman Investment Opportunity pany’s balance sheet in the appropriate asset categories

Notes), and ETR (East Treasury Receipts). A securities’ . . ; : .
dealer purchases U.S. Treasury securities, delivers themzcs)r':: h:rlld in the physical custody of the reporting holding
to a trustee, and sells receipts representing the rights pany.
to future interes_t_ and/or principal payments on the U.S. Dealer Reserve Account:A dealer reserve account
Trea;ury securities helq by_ the trustee. Such Treasuryarises when the bank holding company purchases at full
;i(zjel\?\}ﬁe?\rﬁerllgtinatrr]]eorpe“gc?rttli%n ggr:tllehéfa?ﬁ ggc\)/r?]rn::]e,rg face value a dealer’s installment note receivables, but

- . P 9 9 Pany's . redits less than the full face value directly to the dealer’s
secur!t!es p_ortfoho, shall be reported as other (domestic) account. The remaining amount is credited to a separate
isl_feczggfs rér::eisizerﬂldg Secéﬁérgtzz d’\llsec;ougitnsor;rtlr; issi dealer reserve account. That account is held by the bank

y P o 9 %olding company as collateral for the installment notes

from the .sale of Treasury receipts shall be reF’OFted and, for reporting purposes, is treated as a deposit in
n F_Qfaal’|1zed gains (losses) on rJeId-tp—matur_lty the appropriate items of Schedule HC-C. The bank will
securities” (Schedule HI, item 6(a)) or “Realized gains

) e subsequently disburse to the dealer predetermined por-
i(tlc(e);szz)n)g) n available-for-sale securities” (Schedule Hl, tions of the reserve as the purchased notes are paid in a

timely manner.
Under a program called Separate Trading of Registered
Interest and Principal of Securities (STRIPS), the U.S.
Treasury has issued certain long-term note and bond

issues that are maintained in the book-entry system OPer4ccount, the remaining $10,000, which is held as collat-

ated by the Federal Reserve Banks in a manner thatgrg) security, would be credited to the dealer reserve
permits separate trading and ownership of the interesty..ount.

and principal payments on these issues. Even after the .

interest or principal portions of U.S. Treasury STRIPS See also “Deposits.”

have been separately traded, they remain obligations of

the U.S. government. STRIPS held in the reporting bank Deferred Income Taxes:See “Income taxes.”

holding company’s or its consolidated subsidiaries’ secu- ) )

rities portfolios shall be reported at U.S. Treasury securi- Demand Deposits:See “Deposits.”

ties in Schedule HC-A. The discount on separately traded _ o _ o _
portions of STRIPS must be accreted. Net gains or lossesPepository Institutions: Depository institutions consist
from the sale of STRIPS shall be reported in “Realized ©f deppsnory institutions in the U.S. and banks in foreign
gains (losses) on held-to-maturity securities” (Sched- countries.

ule HI, item 6(a)) or “Realized gains (losses) on pepository institutions in the U.8onsist of:
available-for-sale securities” (Schedule HlI, item 6(b)).

A variation of coupon stripping has been developed
by several securities firms which have marketed instru-
ments with such names as CATS (Certificates of Accrual
on Treasury Securities), TIGR (Treasury Investment

For example, if a bank purchases $100,000 in notes from
a dealer for the full face amount ($100,000) and pays to
the dealer $90,000 in cash or in credits to his/her deposit

Detached coupons, ex-coupon securities, Treasury(l) U.S. branches and agencies of foreign banks;

receipts, and U.S. Treasury STRIPS held in a trading (2) uU.s.-domiciled head offices and branches of U.S.
account shall be reported in Schedule HC, item 5, and  ~ panks. ie.

valued on a basis consistent with the valuation of other T

trading account assets. (a) national banks,
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(b) state-chartered commercial banks,

() FDI Act definition of deposits:

(c) trust companies that perform a commercial bank- (1) the unpaid balance of money or its equivalent

ing business,
(d) industrial banks,
(e) private or unincorporated banks,
(f) Edge and Agreement corporations, and

(g) International Banking Facilities of U.S. deposi-
tory institutions; and

(3) U.S.-domiciled head offices and branches of other
depository institutions in the U.S., i.e.,

(a) mutual or stock savings banks,

(b) savings or building and loan associations,
(c) cooperative banks,

(d) credit unions,

(e) homestead associations, and

() International Banking Facilities (IBFs) of other

depository institutions in the U.S.; and (2)

(g) other similar depository institutions in the U.S.

Banks in foreign countries consist of foreign branches of
foreign banks and foreign offices of U.S. banks.

See the Glossary entry for “Banks, U.S. and foreign,” for
a definition of foreign banks.

Deposits: The basic statutory and regulatory definitions
of “deposits” are contained in Section 3(1) of the Fed-
eral Deposit Insurance Act and in the Federal Reserve
Regulation D. The definitions in these two legal sources
differ in certain respects. Furthermore, for purposes of
these reports, the reporting standards for deposits speci-
fied in these instructions do not strictly follow the precise
legal definitions in these two sources. In addition, depos-
its for purposes of this report, include deposits of thrift
institutions. The definitions of deposits to be reported in
the deposit items of the Consolidated Financial State-
ments of Bank Holding Companies are discussed below
under the following headings:

() FDI Act definition of deposits.
(I) Transaction—nontransaction deposit

distinction. 4)

(1) Interest noninterest-bearing deposit
distinction.

Instructions for Preparation of Reporting Form FR Y-9C
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received or held by a bank in the usual course of
business and for which it has given or is obligated to
give credit, either conditionally or unconditionally,
to a commercial, checking, savings, time, or thrift
account, or which is evidenced by its certificate of
indebtedness, or other similar name, or a check or
draft drawn against a deposit account and certified
by the bank, or a letter of credit or a traveler’s check
on which the bank is primarily liable: Provided that,
without limiting the generality of the term “money
or its equivalent,” any such account or instrument
must be regarded as evidencing the receipt of the
equivalent of money when credited or issued in
exchange for checks or drafts or for a promissory
note upon which the person obtaining any such credit
or instrument is primarily or secondarily liable, or
for a charge against a deposit account, or in settle-
ment of checks, drafts, or other instruments for-
warded to such bank for collection.

trust funds as defined in this Act received or held by
such bank, whether held in the trust department or
held or deposited in any other department of such
bank.

money received or held by a bank, or the credit given
for money or its equivalent received or held by a
bank, in the usual course of business for a special or
specific purpose, regardless of the legal relationship
thereby established, including without being limited
to, escrow funds, funds held as security for an obli-
gation due to the bank or others (including funds
held as dealers reserves) or for securities loaned by
the bank, funds deposited by a debtor to meet matur-
ing obligations, funds deposited as advance payment
on subscriptions to United States government securi-
ties, funds held for distribution or purchase of securi-
ties, funds held to meet its acceptances or letters of
credit, and withheld taxes: Provided that there shall
not be included funds which are received by the
bank for immediate application to the reduction of an
indebtedness to the receiving bank, or under condi-
tion that the receipt thereof immediately reduces or
extinguishes such an indebtedness,

outstanding draft (including advice or authorization
to charge bank’s balance in another bank), cashier’s
check, money order, or other officer's check issued
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in the usual course of business for any purpose,
including without being limited to those issued in
payment for services, dividends, or purchases, and

(5) such other obligations of a bank as the Board of
Directors, after consultation with the Comptroller of
the Currency and the Board of Governors of the
Federal Reserve System, shall find and prescribe by
regulation to be deposit liabilities by general usage,
except that the following shall not be a deposit for
any of the purposes of this Act or be included as part
of the total deposits or of an insured deposit:

(a) any obligation of a bank which is payable only
at an office of such bank located outside of
the States of the United States, the District
of Columbia, Puerto Rico, Guam, American
Samoa, the Trust Territory of the Pacific Islands,
and the Virgin Islands; and

(b) any international banking facility deposit,
including an international banking facility time
deposit, as such term is from time to time defined
by the Board of Governors of the Federal
Reserve System in Regulation D or any succes-
sor regulation issued by the Board of Governors
of the Federal Reserve System.

(I)  Transaction—nontransaction deposit distinction:

The Monetary Control Act of 1980 and the current
Federal Reserve Regulation D, “Reserve Requirements
of Depository institutions,” establish, for purposes of
federal reserve requirements on deposit liabilities, a
new category of deposits designated as “transaction
accounts” All deposits that are not transaction accounts
are “nontransaction accounts.”

(1) Transaction accourksWith the exceptions noted
below, a “transaction account,” as defined in Regu-
lation D and in these instructions, is a deposit or
account from which the depositor or account holder
is permitted to make transfers or withdrawals by
negotiable or transferable instruments, payment
orders of withdrawal, telephone transfers, or other
similar devices for the purpose of making payments
or transfers to third persons or others or from which
the depositor may make third party payments at an
automated teller machine (ATM), a remote service
unit (RSU), or another electronic device, including
by debit card.

GL-14

Excluded from transaction accounts are savings
deposits (both money market deposit accounts—
MMDAs—and other savings deposits) as defined
below in the nontransaction account category, even
though such deposits permit some third-party trans-
fers. However, an account that otherwise meets the
definition of an MMDA or of other savings deposits
but that authorizes or permits the depositor to exceed
the transfer limitations specified for those respective
accounts shall be reported as a transaction account
(Please refer to the definitions of MMDA and other
savings deposits for further detail.)

Transaction accounts consist of the following types
of deposits: (a) demand deposits; (b) NOW accounts
(including accounts previously designated as “Super
NOWS"); (c) ATS accounts; and (d) telephone and

preauthorized transfer accounts. Interest that is paid
by the crediting of transaction accounts is also

included in transaction accounts.

(a) Demand depositare noninterest-bearing depos-
its that are payable immediately on demand, or
that are issued with an original maturity or
required notice period of less than seven days,
or that represent funds for which the depository
institution does not reserve the right to require at
least seven days’ written notice of an intended
withdrawal. Demand deposits include any
matured time deposits without automatic renewal
provisions, unless the deposit agreement pro-
vides for the funds to be transferred at maturity
to another type of account. Demand deposits do
not include: (i) money market deposit accounts
(MMDASs) or (i) NOW accounts, as defined
below in this entry.

(b) NOW accountsare interest-bearing deposits
(i) on which the depository institution has
reserved the right to require at least seven days’
written notice prior to withdrawal or transfer of
any funds in the account and (ii) that can be
withdrawn or transferred to third parties by issu-
ance of a negotiable or transferable instrument.

NOW accounts, as authorized by federal law, are
limited to accounts held by:

(i) Individuals or sole proprietorships;
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(i) Organizations that are operated primarily
for religious, philanthropic, charitable, edu-
cational, or other similar purposes and that
are not operated for profit. These include
organizations, partnerships, corporations, or
associations that are not organized for profit
and are described in section 501(c)(3)
through (13) and (19) and section 528 of
the Internal Revenue Code, such as church
organizations; professional associations;
trade associations; labor unions; fraterni-
ties, sororities and similar social organiza-
tions; and nonprofit recreational clubs; or

(i) Governmental units including the federal
government; state governments; county and
municipal governments and their political
subdivisions; the District of Columbia; the
Commonwealth of Puerto Rico, American
Samoa, Guam, and any territory or posses-
sion of the United States and their political
subdivisions.

Also included are the balances of all NOW
accounts of certain other nonprofit organizations
that may fall within the above description but
that had established NOW accounts with the
reporting institution prior to September 1, 1981.

NOTE: There are no regulatory requirements
with respect to minimum balances to be main-
tained in a NOW account or to the amount of
interest that may be paid on a NOW account.

(c) ATS accountare deposits or accounts of indi-

viduals on which the depository institution has
reserved the right to require at least seven days’
written notice prior to withdrawal or transfer of
any funds in the account and from which, pursu-
ant to written agreement arranged in advance
between the reporting institution and the deposi-
tor, withdrawals may be made automatically
through payment to the depository institution
itself or through transfer of credit to a demand
deposit or other account in order to cover checks
or drafts drawn upon the institution or to main-
tain a specified balance in, or to make periodic
transfers to, such other accounts.

(d) Telephone or preauthorized transfer accounts

consist of deposits or accounts, other than

Instructions for Preparation of Reporting Form FR Y-9C
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MMDAs, (1) in which the entire beneficial inter-
est is held by a party eligible to hold a NOW
account, (2) on which the reporting institution
has reserved the right to require at least seven
days’ written notice prior to withdrawal or trans-
fer of any funds in the account, and (3) under the
terms of which, or by practice of the reporting
institution, the depositor is permitted or autho-
rized to makemore than threewithdrawals per
month or statement cycle (or similar period) of
at least four weeks for purposes of transferring
funds to another account of the depositor at the
same institution (including a transaction account)
or for making payment to institution (including
a transaction account) or for making payment to
a third party by means of preauthorized transfer,
or telephonic (including data transmission)
agreement, order or instruction. An account that
permits or authorizes more than three such with-
drawals in a “month” (a calendar month or any
period approximating a month that is at least
four weeks long, such as a statement cycle) is a
transaction account whether or not more than
three such withdrawals actually are made in the
“month.”

A ‘“preauthorized transfer” includes any
arrangement by the reporting institution to pay a
third party from the account of a depositor
(1) upon written or oral instruction (including an
order received through an automated clearing
house (ACH), or (2) at a predetermined time or
on a fixed schedule.

Telephone and preauthorized transfer accounts
also include (1) the balances of deposits or
accounts that otherwise meet the definition of
savings deposits (other than MMDAS) or time
deposits, but from which payments may be made
to third partiesby means of a debit card, an
automated teller machine, remote service unit or
other electronic device, regardless of the number
of payments made; and (2) deposits or accounts
maintained in connection with an arrangement
that permits the depositor to obtain credit directly
or indirectly through the drawing of a negotiable
or nonnegotiable check, draft, order or instruc-
tion or other similar device (including telephone
or electronic order or instruction) on the issuing
institution that can be used for purposes of

GL-15



Glossary

making payments or transfers to third persons
or others, or to another deposit account of the
depositor.

Telephone or preauthorized transfer accowlus
not include:

(i) Accounts that otherwise meet the definition
of telephone or preauthorized transfer
accounts as defined above but that are held
by a depositor that isot eligible to hold
a NOW account. Such accounts shall be
reported as demand deposits.

(i) Accounts, regardless of holder, that permit
no more than thregelephone or preautho-
rized transfers per month to another account
of the depositor at the same institution or to
a third party.

(iii) All demand deposits, ATS accounts, NOW
accounts, and money market deposit
accounts (MMDASs), even if telephone or
preauthorized transfers are permitted from
such accounts.

(iv) Deposits or accounts (other than MMDAS)
held by individuals from whichmore than
threetransfers per month can be made to a
checking or NOW account to cover over-
drafts. Such accounts are regarded as ATS
accounts, not as telephone or preauthorized
transfer accounts.

(2) Nontransaction accountsAll deposits that are not

transaction accounts (as defined above) are nontrans-

action accounts. Nontransaction accounts include:
(a) savings deposits ((i) money market deposit
accounts (MMDASs) and (ii) other savings deposits)

and (b) time deposits (i) time certificates of deposit

and (ii) time deposits, open account).

(a) Savings depositare deposits that are not pay-
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able on a specified date or after a specified
period of time from the date of deposit, but for
which the reporting institution expressly reserves
the right to require ateastseven days’ written
notice before an intended withdrawal. There are
two categories of savings deposits: money mar-
ket deposit accounts (MMDAS) and other sav-
ings deposits, each of which has its own specific

characteristics and limitations with respect to the
number and type of transfers permitted.

(i) Money market deposit accounts (MMDAS)
are deposits or accounts that meet the defi-
nition of a savings deposit and from which,
under the terms of the deposit contract or
by practice of the depository institution, the
depositor is permitted or authorized to make
no more than six transferper calendar
month or statement cycle (or similar period)
of at least four weeks to another account
(including a transaction account) of the
depositor at the same institution or to a
third party by means of a preauthorized or
automatic transfer or telephonic (including
data transmission) agreement, order or in-
struction andho more than three of the six
such transfersnay be by check, draft, debit
card or similar order made by the depositor
and payable to third parties.

(i) Other savings depositare deposits that
meet the definition of savings deposits
above and from which, under the terms of
the deposit contract or by practice of the
depository institution, the depositor is per-
mitted or authorized to makeo more than
three withdrawals per calendar month, or
statement cycle (or similar period) of at
least four weeks, for the purpose of trans-
ferring funds to another account of the
depositor at the same institution (including
a transaction account) or for making pay-
ment to a third party by means of a preau-
thorized or automatic transfer, or telephonic
(including data transmission) agreement,
order or instructionprovided thatno such
withdrawals may be by check, draft or simi-
lar order (including debit card) drawn by
the depositor to third persons. Transfers
from other savings deposits for purposes of
covering overdrafts (overdraft protection
plans) are included among the limit of three
withdrawals per month.

There are no regulatory restrictions on the
following types of transfers or withdrawals
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from an MMDA or from an other savings
deposit account, regardless of the number:

(1) Transfers for the purpose of repaying
loans and associated expenses at the
same depository institution (as origina-
tor or servicer).

(2) Transfers of funds from this account to
another account of the same depositor
at the same institution when by mail,
messenger, automated teller machine,
or in person.

(3) Withdrawals for payment directly to
the depositor when made by mail, mes-
senger, automated teller machine, in
person, or by telephone (via check
mailed to the depositor).

Further, for both MMDAs and other sav-

ings deposit accounts no minimum balance
is required by regulation, there is no regula-
tory limitation on the amount of interest

that may be paid, and no minimum maturity
is required (although depository institutions
must reserve the right to require at least
seven days’ written notice prior to with-

drawal as stipulated above for a savings
deposit).

Any depository institution may place
restrictions and requirements on MMDAS
or on other savings deposits in addition to
those stipulated above for each respective
account and in Federal Reserve Regulation
D. If as a result of additional restrictions
imposed by the depository institution on
an MMDA, the account in effect meets the
more restrictive requirements of other
savings deposits, the account should be
reported as other savings deposits, not as an
MMDA. Examples illustrating distinctions
between MMDAs and other savings depos-
its are provided at the end of this Glossary
entry.

On the other hand, an account that other-
wise meets the definition of adMDA but

that authorizes or permits the depositor to
exceed the six-transfer rule or three-draft

Instructions for Preparation of Reporting Form FR Y-9C
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rule shall be reported as a transaction
account, as follows:

(1) If the depositor is ineligible to hold a
NOW account, such an account is con-
sidered a demand deposit.

(2) If the depositor is eligible to hold a
NOW account, the account will be
considered either a NOW account, a
telephone or preauthorized transfer
account, an ATS account, or a demand
deposit, depending first on whether
transfers or withdrawals by check,
draft, or similar instrument are permit-
ted or authorized and, if not, on the
types of transfers allowed and on the
type of depositor:

(a) If withdrawals or transfers by
check, draft, or similar instrument
are permitted or authorized, the
account is considered a NOW
account.

(b) If withdrawals or transfers by
check, draft, or similar instrument
arenot permitted or authorized, the
nature of the account is determined
first by the type of transfers autho-
rized or permitted andecondby
the type of depositor:

(i) If only telephone or preautho-
rized transfers are permitted or
authorized, the account is con-
sidered a telephone or preau-
thorized transfer account.

(ii) If other types of transfers are
authorized or permitted (e.g.,
automatic  transfers), the
account type is determined by
the type of depositor:

(a) If the depositor is eligible
to hold an ATS account,
the account is considered
an ATS account.

(b) Ifthe depositorisineligible
to hold an ATS account,
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the account is considered a
demand deposit.

Similarly, an account, except for an MMDA, that
otherwise meets the definition other savings
deposits but that authorizes or permits the
depositor toexceedhe three-transfer rule (none
of which may be by check, draft, or similar
order, including debit card) also shall be reported
as a transaction account in accordance with pro-
visions (1) and (2)(b) above.

(b) Time depositsre payable on a specified date not

less than seven days after the date of deposit or
payable at the expiration of a specified time not
less than seven days after the date of deposit, or
payable only upon written notice that is actually
required to be given by the depositor not less
than seven days prior to withdrawal. Also, the
depositor does not have a right, and is not per-
mitted, to make withdrawals from time deposits
within six days after the date of deposit unless
the deposit is subject to an early withdrawal
penalty of at least seven days’ simple interest on
amounts withdrawn within the first six days after
depositz A time deposit from which partial early
withdrawals are permitted must impose addi-
tional early withdrawal penalties of at least seven
days’ simple interest on amounts withdrawn
within six days after each partial withdrawal. If
such additional early withdrawal penalties are
not imposed, the account ceases to be a time
deposit. The account may become a savings
deposit if it meets the requirements for a savings
deposit; other wise it becomes a demand deposit.

NOTE: The above prescribed penalties are the
minimum required by Federal Reserve Regula-
tion D. Institutions may choose to require pen-
alties for early withdrawal in excess of the

regulatory minimums.

Time deposits take two forms:

(i) Time certificates of deposit (including roll-
over certificates of deposit) are deposits

(ii)

evidenced by a negotiable or nonnegotiable
instrument, or a deposit in book entry form
evidenced by a receipt or similar acknowl-
edgement issued by the bank, that provides,
on its face, that the amount of such deposit
is payable to the bearer, to any specified
person, or to the order of a specified person
as follows:

(@) on a certain date not less than seven
days after the date of deposit,

(b) at the expiration of a specified period
not less than seven days after the date of
the deposit, or

(c) upon written notice to the bank which is
to be given not less than seven days
before the date of withdrawal.

Time deposits, open accouate deposits
(other than time certificates of deposit) for
which there is in force a written contract
with the depositor that neither the whole
nor any part of such deposit may be with-
drawn prior to:

(a) the date of maturity which shall be not
less than seven days after the date of
the deposit, or

(b) the expiration of a specified period of
written notice of not less than seven
days. These deposits include *“club
accounts.” For purposes of the Consoli-
dated Financial Statements of Bank
Holding Companies, “club accounts”
consist of accounts, such as Christmas
club and vacation club accounts, made
under written contracts that provide that
no withdrawal shall be made until a
certain number of periodic deposits
have been made during a period of not
less than three months, even though
some of the deposits are made within
six days of the end of such period.

2. Accounts existing on March 31, 1986, may satisfy the early withdrawal
penalties specified by Federal Reserve Regulation D by meeting the
Depository Institutions Deregulation Committee’s early withdrawal
penalties in existence on March 31, 1986.

Time deposits do not include the following cate-
gories of liabilities even if they have an original
maturity of seven days or more:
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(1) Any deposit or account that otherwise meets Examples lllustrating Distinctions Between
the definition of a time deposit but that MONEY MARKET DEPOSIT ACCOUNTS
allows withdrawals within the first six days (MMDAs) and
after deposit and that does not require an OTHER SAVINGS DEPOSITS

early withdrawal penalty of at least seven
days’ simple interest on amounts withdrawn
within those first six days. Such deposits or
accounts that meet the definition of a savings
deposit shall be reported as savings deposits; Report this account as an other savings deposit.
otherwise they shall be reported as demand
deposits.

Example 1
A savings deposit account permi® transfers of any
type to other accounts or to third parties.

Example 2

A savings deposit permitgp to three, but no more than
f threg “preauthorized, automatic, or telephonic” trans-
fers to other accounts or to third partiedone of the
third-party paymentsnay be made by check, draft, or
similar order (including debit card).

(2) The remaining balance of a time deposit i
a partial early withdrawal is made and the
remaining balance is not subject to addi-
tional early withdrawal penalties of at least
seven days’ simple interest on amounts with- Report this account as an other savings deposit.
drawn within six days after each partial
withdrawal. Such time deposits that meet
the definition of a savings deposit shall be
reported as savings deposits; otherwise they
shall be reported as demand deposits.

Example 3

A savings deposit permitst least four but no more than
six “preauthorized, automatic, or telephonic” transfers to
other accounts or to third partieslp to three, but no
more than thregof the four to six transfers may be by
check, draft, debit card or similar order made by the

(111 Interest noninterest-bearing deposit distinction: i . X
depositor and payable to third parties.

(1) Interest-bearing deposit accountsnsist of deposit  Report this account as an MMDA.
accounts on which the issuing depository institution
pays compensation to the holder for the use of the
funds. Such compensation may be in the form of
cash, merchandise, or property or as a credit to an
account. Deposits with a zero percent interest rate
that areissuedon adiscount basisire to be treated as
interest-bearing.

Example 4

A savings deposit permitst least four but no more than
six “preauthorized, automatic, or telephonic” transfers to
other accounts or to third parties, but none of the four to
six transfers may be by check, draft, debit card, or
similar order made by the depositor and payable to third
parties.

(2) Noninterest-bearing deposit accountonsist of  Report this account as an MMDA.
_dep_osi_t accounts on which th_e issuing depository Example 5
institution pays no compensation to the holder for

A savings deposit permitgp to three, but no more than
the use of the funds.

three “preauthorized, automatic, or telephonic” trans-
fers to other accounts or to third parti@esy or all which
Noninterest-bearing deposit accoumslude (i) ma- may be by check, draft, debit card or similar order made
tured time deposits that are not automatically renew- by the depositor and payable to third parties.

able (unless the deposit agreement provides for the
funds to be transferred at maturity to another type of
account) and (ii) deposits with a zero percent stated See also: “Hypothecated deposit.”
interest rate that aresuedatface value

Report this account as an MMDA.

Discounts: See “Premiums and discounts.”
See also “Brokered deposits” and “Hypothecated
deposits.” Dividends: Cash dividendsare payments of cash to
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stockholders in proportion to the number of shares they branch or subsidiary (other than an Edge or Agreement
own. Cash dividends on preferred and common stock aresubsidiary) located in the 50 states of the United States
to be reported on the date they are declared by the bankor the District of Columbia or a branch on a U.S. military
holding company’s board of directors (the declaration facility wherever located. The domestic offices of the
date) by debiting “retained earnings” and crediting reporting bank holding company exclude all Interna-
“dividends declared not yet payable,” which is to be tional Banking Facilities (IBFs); all offices of Edge and
reported in other liabilities. Upon payment of the divi- Agreement subsidiaries, including their U.S. offices; and
dend, “dividends declared not yet payable” is debited all branches and other subsidiaries of the bank holding
for the amount of the cash dividend with an offsetting company located in Puerto Rico, U.S. territories and
credit, normally in an equal amount, to “dividend checks possessions, or foreign countries.

outstanding” which is reportable in the “official checks”

category of the consolidated bank holding company’s Domicile: Domicile is used to determine the foreign
deposit liabilities. (non-U.S. addressee) or domestic (U.S. addressee) status
of a customer of the reporting bank holding company for

A liability for dividends payable' may not F"? accrued in the purposes of these reports. Domicile is determined by
advance of the formal declaration of a dividend by the y,o incinal residence address of an individual or the

board of directors. However, the bank holding company incinal business address of a corporation, partnership,
may segregate a portion of retained eamings in the form g, ggje proprietorship. If other addresses are used for
of a capital reserve in anticipation of the declaration of a correspondence or other purposes, only the principal

dividend. address, insofar as it is known to the reporting bank

Stock dividendsre distributions of additional shares to holding company, should be used in determining whether
stockholders in proportion to the number of shares they & customer should be regarded as a U.S. or non-U.S.
own. Stock dividends are to be reported by transferring addressee.

an amount equal to the fair value of the additional shares Fqr purposes of defining customers of the reporting bank
issued from retained earnings to a category of permanentho|ding company, U.S. addressees include residents of
capitalization (common stock and surplus). However, the the 50 states of the United States, the District of Colum-
amount of any mandatory and discretionary transfers pia, Puerto Rico, and U.S. territories and possessions.
must be reduced by the amount of any mandatory andThe term U.S. addressee generally includes U.S.-based
discretionary transfers previously made (such as thosesubsidiaries of foreign banks and U.S. branches and
from retained earnings to capital surplus for increasing agencies of foreign banks. Non-U.S. addressees include
the bank holding company’s legal lending limit) pro- residents of any foreign country. The term non-U.S.
vided such transfers have not already been used to recorchddressee generally includes foreign-based subsidiaries
a stock dividend. In any event, the amount transferred of other U.S. banks and bank holding companies.

from retained earnings may not be less than the par or

stated value of the additional shares being issued. For customer identification purposes, the IBFs of other

U.S. depository institutions are U.S. addressees. (This is
Property dividendsalso known as dividends in kind, are in contrast to the treatment of the IBFs of a subsidiary
distributions to stockholders of assets other than cash.bank which are treated as foreign offices of the bank.)
The transfer of securities of other companies, real prop-
erty, or any other asset owned by the reporting bank Due Bills: A due bill is an obligation that results when a
holding company to a stockholder or related party is to bank holding company or its subsidiaries sell an asset
be recorded at the fair value of the asset on the declara-and receives payment, but does not deliver the security
tion date of the dividend. A gain or loss on the trans- or other asset. A due bill can also result from a promise
ferred asset must be recognized in the same manner as ifo deliver an asset in exchange for value received. In
the property had been disposed of in an outright sale at orboth cases, the receipt of the payment creates an obliga-
near the declaration date. tion regardless of whether the due bill is issued in written
form. Outstanding due bill obligations shall be reported
Domestic Office:For purposes of these reports, a domes- as borrowings in Schedule HC, items 17 and 18, “Other
tic office of the reporting bank holding company is a borrowed money with a remaining maturity of one year
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or less,” and “Other borrowed money with a remaining being the primary obligor under the liability, either
maturity of more than one year,” by the issuing bank judicially or by the creditor.
holding company. Conversely, when the reporting bank
holding company or its consolidated subsidiaries are the Extraordinary Items: Extraordinary items are material
holders of a due bhill, the outstanding due bill obligation events and transactions that are (1) unusual and (2) in-
of the seller shall be reported as a loan to that party. frequent. Both of those conditions must exist in order for
an event or transaction to be reported as an extraordinary
Edge and Agreement Corporation: An Edge corpora-  item.
tion is a federally-chartered corporation organized under
Section 25(a) of the Federal Reserve Act and subject
to Federal Reserve Regulation K. Edge corporations are
allowed to engage only in international banking or other
financial transactions related to international business.
An Agreement corporation is a state-chartered corpora-
tion that has agreed to operate as if it were organized
under Section 25 of the Federal Reserve Act and hasTo be infrequent, an event or transaction should not
agreed to be subject to Federal Reserve Regulation K.reasonably be expected to recur in the foreseeable future.
Agreement corporations are restricted, in general, to Although the past occurrence of an event or transac-
international banking operations. Banks must apply to tion provides a basis for estimating the likelihood of its
the Federal Reserve for permission to acquire stock in anfuture occurrence, the absence of a past occurrence does
Agreement corporation. not automatically imply that an event or transaction is
infrequent.

To be unusual, an event or transaction must be highly
abnormal or clearly unrelated to the ordinary and typical
activities of bank holding companies. An event or trans-
action which is beyond bank holding company’s man-
agement’s control is not automatically considered to be
unusual.

An Edge or Agreement subsidiary of the consolidated
bank holding company, i.e., the majority-owned Edge or Only a limited number of events or transactions qualify
Agreement corporation of the consolidated bank holding for treatment as extraordinary items. Among these are
company, is treated for purposes of these reports as dosses which result directly from a major disaster such as
“foreign” office of the reporting bank holding company. an earthquake (except in areas where earthquakes are

expected to recur in the foreseeable future), an expro-
Equity Method of Accounting: See the instruction to  priation, or a prohibition under a newly enacted law or
the FR Y-9C, Schedule HC, item 8, “Investments in regulation.

unconsolidated subsidiaries and associated companies. For further information, see APB Opinion No. 30,

Extinguisments of Liabilities: The accounting and Reporting the Resilts of Operations

reporting standards for extinguishments of liabilities
occurring after December 31, 1996, are set forth in
FASB Statement No. 12%\ccounting for Transfers and
Servicing of Financial Assets and Extinguishments of
Liabilities. Under Statement No. 125, a bank holding
company should remove a previously recognized liabil-
ity from its balance sheet if and only if the liability has
been extinguished. A liability has been extinguished if
either of the following conditions are met:

(1) The bank holding company pays the creditor and is Feéderal Funds Transactions: For purposes of the
relieved of its obligation for the liability. Paying the ~FR Y-9C,federal funds transactionisvolve the lending

creditor includes delivering cash, other financial (federal funds sold) or borrowing (federal funds pur-
assets, goods, or services or the bank holding com-chased) of immediately available funds for one business
pany’s reacquiring its outstanding debt. day or under a continuing contract, regardless of the
nature of the contract or of the collateral, if any, by the
(2) The bank holding company is legally released from depository institution subsidiaries of the reporting bank

Fails: When a bank holding company or its subsidiaries
have sold an asset and, on settlement date, do not deliver
the security or other asset and do not receive payment, a
sales fail exists. When a bank holding company or its
subsidiaries have purchased a security or other asset and,
on settlement date, do not receive the asset and do not
pay for it, a purchase fail exists. Fails do not affect the
way securities are reported in the FR Y-9C.
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holding company. However, due bills and borrowings The term “federal funds” and the term “security
from the Discount and Credit Department of a Federal repurchase (resale) agreement” both include security
Reserve Bank are excluded from federal funds. repurchase (resale) agreements of one business day

maturity or under a continuing contract and thus

Immediately available fundare funds that the purchas- overlap to that extent).

ing bank holding company can either use or dispose of

on the same business day that the transaction giving rise3) Purchases (sales) of loans or other assets under
to the receipt or disposal of the funds is executed. agreements to resell (repurchase) that have one busi-
ness day maturities (or are under continuing con-

The borrowing and lending of immediately available —— ] -
tracts) and are in immediately available funds.

funds is for one business day if the funds borrowed on

one business day are to be repaid or the_ transgctlon(4) Purchases (sales) of participations in pools of

reversed on the next business day, that is, if immediately securities

available funds borrowed today are to be repaid tomor- '

row (in tomorrow’s immediately available funds). Such Any borrowing or lending of immediately available

transactions include those made on a Friday to mature orfunds that matures in more than one business day, other

be reversed the following Monday and those made on thethan security repurchase or resale agreements, is to be

last business day prior to a holiday (for either or both of treated as a borrowing or as a loan, not as federal funds.

the parties to the transaction) to mature or be reversedSuch transactions are sometimes referred to as “term

on the first business day following the holiday. Federal federal funds.”

funds include only those exchanges of immediately avail-

able funds that are for one business day (or under aFederally-Sponsored Lending Agency:A federally-

continuing contract). sponsored lending agency is an agency or corporation
- . that has been chartered, authorized, or organized as a

A continuing contractis a contract or agreement that result of federal legislation for the purpose of providing

remains in effect for_more than one busmess_ day but hascredit services to a designated sector of the economy.

no .Spec'f'?‘d maturity and dpes not require adVanceThese agencies include Banks for Cooperatives, Federal

notice of either party to terminate. Such contracts may Home Loan Banks, the Federal Home Loan Mortgage

also be known as rollovers or as open-ended agreemems(:orporation, Federal Intermediate Credit Banks, Federal

Federal funds may take the form of the following four Land Banks, the Federal National Mortgage Association,

types of transactions provided that the transactions meetand the Student Loan Marketing Association.

the above criteria (i.e., immediately available funds for

one business day or under a continuing contract): Fees, Loan:See “Loan fees.”

(1) Unsecured loans (federal funds sold) or borrowings Foreclosed AssetsThe accounting and reporting stan-
(federal funds purchased). (In some market usage,dards for foreclosed assets are set forth in FASB State-
the term “fed funds” or “pure fed funds” is con-  ment No, 15Accounting by Debtors and Creditors for
fined to unsecured loans of immediately available Troubled Debt Restructuringand FASB Statement No.
balances.) 121,Accounting for the Impairment of Long-Lived Assets

(2) Purchases (sales) of securities under agreements t& nd forf IF]ong—lleed Assgts_ to b? Elsposed @fs_um—
resell (repurchase) and similar transactions, regard-mary of the relevant provisions of these accounting stan-

) dards follows. For further information, see FASB State-
less of the terminology used, where a feature of the

L . : ments No. 15 and 121.

transaction is the resale (repurchase) of identical or

substantially similar securities. (Security resale and A bank holding company that receives from a borrower
repurchase agreements of more than one businessn full satisfaction of a loan either receivables from third
day maturity with this same feature amet covered parties, an equity interest in the borrower, or other types
by the term “federal funds,” but they are part of the of assets (except long-lived assets that will be sold) shall
total amount of security resale and repurchase agree-account for those assets at their fair value at the time of
ments which are combined with federal funds in the restructuring. A bank holding company that receives
items 3 and 14 on the balance sheet (Schedule HC).long-lived assets that will be sold, such as real estate,
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from a borrower in full satisfaction of a loan shall whether formal foreclosure proceedings take place) must
account for those long-lived assets at their fair value lessbe carried at the lower of (1) the fair value of the asset

cost to sell. This fair value (less cost to sell) becomes the minus the estimated costs to sell the asset or (2) the cost
“cost” of the foreclosed asset. The amount, if any, by of the asset (as defined in the preceding paragraphs).
which the recorded amount of the loan exceeds the fair This determination must be made on an asset-by-asset
value (less cost to sell) of the asset is a loss which mustbasis. If the fair value of a foreclosed real estate asset
be charged to the allowance for loan and lease losses atinus the estimated costs to sell the asset is less than
the time of foreclosure or repossession. (The recordedthe asset’s cost, the deficiency must be recognized as a
amount of the loan is the loan balance adjusted for any valuation allowance against the asset which is created
unamortized premium or discount and unamortized loan through a charge to expense. The valuation allowance
fees or costs, less any amount previously charged off,should thereafter be increased or decreased (but not

plus recorded accrued interest.) below zero) through charges or credits to expense for
. - . . changes in the asset’s fair value or estimated selling
If an asset is sold shortly after it is received in a foreclo- sts

sure or repossession, it would generally be appropriate to

substitute the value received in the sale (net of the cost tolf an asset received in a foreclosure or repossession is
sell for long-lived assets that will be sold such as real held for more than a short period of time, any additional
estate) for the fair value (less cost to sell for long-lived losses in value and any gain or loss from the sale or
assets that will be sold such as real estate) that had beeflisposition of the asset shall not he reported as a loan or
estimated at the time of foreclosure or repossession. Anylease loss or recovery and shall not be debited or credited
adjustments should be made to the loss charged againsi© the allowance for loan and lease losses. Such addi-
the allowance. In those cases where property is receivedional declines in value and the gain or loss from the sale
in full satisfaction of an asset other than a loan (e.g., a ©F disposition shall be reported net on the income state-
debt security), the loss should be reported on the incomeMent (Schedule HI) as “other noninterest income” or
statement in a manner consistent with the balance sheetOther noninterest expense.”

classification of the asset satisfied. Dispositions of Foreclosed Real Estat&he primary
An asset received in partial satisfaction of a loan should accounting guidarce for sales of foreclosed real estate is

be accounted for as described above and the recordedSB Statement No. 66iccounting for Sales of Real
amount of the loan should be reduced by the fair value Estate This standard, which applies to all transactions in

(less cost to sell) of the asset at the time of foreclosure. which the seller p_rowdes f'”a”C'r.‘g to the buyer of the
real estate, establishes the following methods to account

For purposes of this report, foreclosed assets includefor dispositions of real estate. If a profit is involved in the
loans where the bank holding company, as creditor, hassale of real estate, each method sets forth the manner in
received physical possession of a borrower’'s assets,which the profit is to be recognized. Regardless of which
regardless of whether formal foreclosure proceedings method is used, however, any losses on the disposition of
take place. In such situations, the secured loan should beaeal estate should be recognized immediately,

recategorized on the balance sheet in the asset categor}éu” Accrual Method—Under the full accrual method

appropriate to the underlying collateral (e.g., as other . oo : ;
real estate owned for real estate collateral) and accounte he d'SpOS't'On IS recorqled asa sale. Any profit resultl_ng

. rom the sale is recognized in full and the asset resulting
for as described above. S . )

from the seller’s financing of the transaction is reported

The amount of any senior debt (principal and accrued as a loan. This method may be used when the following
interest) to which foreclosed real estate is subject at theconditions have been met:
time of foreclosure must be reported as a liability in
Schedule HC, items 17 and 18, “Other borrowed (1) A sale has been consummated;

money,” as appropriate. (2) The buyer’s initial investment (down payment) and

After foreclosure, each foreclosed real estate asset continuing investment (periodic payments) are
(including any real estate for which the bank holding adequate to demonstrate a commitment to pay for the
company receives physical possession, regardless of property;

Instructions for Preparation of Reporting Form FR Y-9C GL-23
Glossary March 1999



Glossary

(3) The receivable is not subject to future subordination; and the corresponding loans but all income recognition is
and deferred. Principal payments are applied as a reduction
of the loan balance and interest increases the unrecog-
nized gross profit. No profit or interest income is recog-
nized until either the aggregate payments by the bor-
Guidelines for the minimum down payment that must be rower exceed the recorded amount of the loan or a
made in order for a transaction to qualify for the full change to another accounting method is appropriate (e.g.,
accrual method are set forth in the Appendix A to FASB installment method). Consequently, the loan is main-
Statement No. 66. These vary from five percent to tained in nonaccrual status while this method is being
25 percent of the property’s sales value. These guidelineused.
percentages vary by type of property and are primarily ) . . . .
based on the inherent risk assumed for the types andl:‘>.eo|u.CEd'PrOfIt Methae-This me_thod is used in certain
characteristics of the property. To meet the continuing situations where the bank holding company Feceives an
investment criteria, the contractual loan payments mustadequate down payment, but t_he loan amortization
be sufficient to repay the loans over the customary loan schedule does not meet the requwement_s for use of the
term for the type of property involved. Such periods may full accrual method. The method recognizes a sale and

range up to 30 years for loans on single family residen- the correspondin_g' loan. H'owever, like th_e installment
tial property. method, any profit is apportioned over the life of the loan

_ N as payments are received. The method of apportionment
Installment Methoe-Dispositions of foreclosed real (differs from the installment method in that profit recogni-
estate that do not qualify for the full accrual method may tjon is based on the present value of the lowest level of

qualify for the installment method. This method recog- periodic payments required under the loan agreement.
nizes a sale and the corresponding loan. Any profits on

the sale are only recognized as the bank holding com-Since sales with adequate down payments are generally
pany receives payments from the purchaser/borrower_not structured with |nadequate loan amortization require-
Interest income is recognized on an accrual basis, whenments, this method is seldom used in practice.

appropriate. Deposit Method-The deposit method is used in situa-

The installment method is used when the buyer’s down tions where a sale of the foreclosed real estate has not
payment is not adequate to allow use of the full accrual been consummated. It may also be used for dispositions
method but recovery of the cost of the property is reason-that could be accounted for under the cost recovery
ably assured if the buyer defaults. Assurance of recoverymethod. Under this method a sale is not recorded and the
requires careful judgment on a case-by-case basis. Facasset continues to be reported as foreclosed real estate.
tors which should be considered include: the size of the Further, no profit or interest income is recognized. Pay-
down payment, loan-to-value ratios, projected cash flows ments received from the borrower are reported as a
from the property, recourse provisions, and guarantees. liability until sufficient payments or other events have
occurred which allow the use of one of the other
tgnethods.

(4) The usual risks and rewards of ownership have been
transferred.

Since default on the loan usually results in the seller’s
reacquisition of the real estate, reasonable assurance o
cost recovery may often be achieved with a relatively The preceding discussion represents a brief summary of
small down payment. This is especially true in situations the methods included in FASB Statement No. 66 for
involving loans with recourse to borrowers who have accounting for sales of real estate. Refer to FASB State-
verifiable net worth, liquid assets, and income levels. ment No. 66 for a more complete description of the
Reasonable assurance of cost recovery may also beaccounting principles that apply to sales of real estate,
achieved when the purchaser/borrower pledges addi-including the determination of the down payment
tional collateral. percentage.

Cost Recovery MethedDispositions of foreclosed real Foreign Banks: See “Banks, U.S. and foreign.”

estate that do not qualify for either the full accrual or

installment methods are sometimes accounted for usingForeign Currency Transactions and Translation: For-

the cost recovery method. This methud recognizes a salesign currency transactions are transactions occurring in
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the ordinary course of business (e.g., purchases, salesA gain or loss on a forward contract or other foreign
borrowings, lendings, forward exchange contracts) currency transaction that is intended to hedge an identifi-
denominated in currencies other than the office’s func- able foreign currency commitment shall be deferred and
tional currency (as described below). included in the measurement of the related foreign cur-
rency transaction. Losses shall not be deferred, however,
if it is estimated that deferral would lead to recognizing
“losses in later periods. A foreign currency transaction

shall be considered a hedge of an identifiable foreign

currency commitment provided both of the following

conditions are met: (a) the foreign currency transaction is
A functional currencyis the currency of the primary designated as, and is effective as, a hedge of a foreign
economic environment in which an office operates. For currency commitment, and (b) the foreign currency com-
most consolidated bank holding companies, the func- mitment is firm. The required accounting shall com-
tional currency will be the U.S. dollar. However, if a mence as of the designation date. The portion of a
consolidated bank holding company has foreign offices, hedging transaction that shall be accounted for in accor-
one or more foreign offices may have a functional cur- dance with this paragraph is limited to the amount of the
rency other than the U.S. dollar. related commitment.

Foreign currency translation, on the other hand, is the
process of translating financial statements from the for
eign office’s functional currency into the reporting cur-
rency. Such translation normally is performed only at
reporting dates.

Accounting for foreign currency transactiorsA change Accounting for foreign currency translation (applicable
in exchange rates between the functional currency andonly to bank holding companies with foreign offices)
the currency in which a transaction is denominated will The FR Y-9C must be reported in U.S. dollars. Balances
increase or decrease the amount of the functional cur-of foreign subsidiaries or branches of the reporting bank
rency expected to be received or paid. These increases oholding company denominated in a functional currency
decreases in the expected functional currency cash flowother than U.S. dollars shall be converted to U.S. dollar
are to be reported as foreign currency transaction gainsequivalents and consolidated into the reporting bank
and losses and are to be included in the determination ofholding company’s FR Y-9C. The translation adjust-
the income of the period in which the transaction takes ments for each reporting period, determined utilizing the
place, or if the transaction has not yet settled, the periodcurrent rate method, may be reported in “Foreign cur-
in which the rate change takes place. rency translation adjustments” in Schedule HI-A of
the Report of Income for Bank Holding Companies.
Amounts accumulated in the “Cumulative foreign cur-
rency translation adjustments” component of equity cap-
ital in Schedule HC will not be included in the bank
However, gains and losses on the following foreign holding company’s results of operations until such time
currency transactions shall not be included in “Noninter- as the foreign office is disposed of, when they will be
est income,” but shall be reported in the same manner asused as an element to determine the gain or loss on
translation adjustments (as described below). Such for-disposition.

eign currency transaction gains and losses are to beS
excluded from the determination of net income.

Net gains or losses arising from foreign currency transac-
tions shall be reported in Schedule HlI, items 5(c) or 5(e)
as appropriate.

wap transactionspften referred to as financial swaps
or deposit swaps, are a commonly relied upon method

(1) Foreign currency transactions that are designated asOf funding an investment in an asset denominated in a
and are effective as, economic hedges of a net invest—fore'g,n currency. Such swaps are accompllshed through
ment in a foreign office. a series of individual, but carefully coordinated, trans-

actions involving, for example, the acceptance of a
(2) Intercompany foreign currency transactions that are deposit in one currency, the spot sale of the currency
of a long-term investment nature (i.e., settlement is received, the spot purchase of another currency, and the
not planned or anticipated in the foreseeable future), investment of that currency. At the same time, the cur-
when the parties to the transaction are consolidated,rency in which the investment is made is sold forward to
combined, or accounted for by the equity method in coincide with the maturity of the original deposit. For-
the bank holding company’s FR Y-9C. ward transactions in foreign currencies or U.S. dollar
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exchange undertaken as part of a swap are to be reporteéutures and forward contracts are commitments for

in Schedule HC-F, Part lll. Gains and losses on such delayed delivery of financial instruments or commodities

forward transactions are to be used to adjust the incomein which the buyer agrees to purchase and the seller
or expense accounts of the related asset or liability itemsagrees to make delivery, at a specified future date, of a
and not reported as foreign currency transaction or trans-specified instrument at a specified price or yield.

lation gains or losses in the Income Statement, Sched-
ule HI, for Bank Holding Companies. Gains or losses on

other currency swaps or forward transactions should be
included in, or excluded from, income as described in the
preceding paragraphs of this Glossary entry.

Futures contracts are standardized and are traded on
organized exchanges. Exchanges in the U.S. are regis-
tered with and regulated by the Commodity Futures

Trading Commission. Forward contracts are traded over
the counter and their terms are not standardized. Such
For further guidance, refer to FASB Statement No. 52, contracts can only be terminated, other than by receipt

Foreign Currency Translation of the underlying financial instrument or commodity, by
, . o agreement of both buyer and seller. Standby contracts
Foreign Governments and Official Institutions: FOr- - 54 other option arrangements are optional forward con-

eign governments and official institutions are central, {5cts. The buyer of such a contract has, for compensa-
state, provmu_al, a_nc_zl Io_cal governments in foreign COUN- 4o (such as a fee or premium), acquired the right (or
tries and their ministries, departments, and agencles.qption) to sell to, or purchase from, another party some
These include treasuries, ministries of finance, central §nancial instrument or commodity at a stated price on a
banks, development banks, exchange control offices, stagpecified future date. The seller of the contract has, for

bilization funds, diplomatic establishments, fiscal agents, such compensation, become obligated to purchase or sell
and nationalized banks and other banking institutions i« financial instrument or commodity at the option of
that are owned by central governments and that have agpe phyyer of the contract. Such contracts may relate to

an important part of their function activities similar to purchases or sales of securities, money market instru-
those of a treasury, central bank, exchange control office, 1 ants. or futures contracts. '

or stabilization fund. For purposes of these reports, other

government-owned enterprises are not included. A standby contract or put option is an optional delivery
forward placement contract. It obligates the seller of the

Also included as foreign official institutions are interna- .,niract to purchase some financial instrument at the
tional, regional, and treaty organizations, such as theoption of the buyer of the contract,

International Monetary Fund, the International Bank for

Reconstruction and Development (World Bank), the A call option is an optional forward purchase contract. It
Bank for International Settlements, the Inter-American obligates the seller of the contract to sell some financial
Development Bank, and the United Nations. instrument at the option of the buyer of the contract.

FR Y-9C treatment of open contraet€ontracts are
outstanding (i.e., open) until they have been terminated
by acquisition or delivery of the underlying financial
instruments or, for futures contracts, by offset, or, for
standby contracts and other option arrangements, by
expiring unexercised. (“Offset” is the purchase and sale
of an equal number of futures contracts on the same
underlying instrument for the same delivery month
executed through the same broker or dealer and executed
on the same exchange.)

Foreign Office: For purposes of these reports, a foreign

office of the reporting bank holding company is a branch
or subsidiary located in Puerto Rico, in a U.S. territory or

possession, or in a foreign country; an Edge or Agree-
ment subsidiary, including both its U.S. and its foreign

offices; or an IBF. Branches of bank subsidiaries on U.S.
military facilities wherever located are treated as domes-
tic offices, not foreign offices.

Forward Contract: See “Futures, forward, and standby

contracts.” Open positions with respect to futures, are to be reported
in accordance with Financial Accounting Standards

Functional Currency: See “Foreign currency transac-  goard (FASB) Statement No. 8Bccounting for Futures
tions and translation.” Contracts

Futures, Forward, and Standby Contracts: Both Open positions with respect to forward and standby
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contracts should not be reported on the balance sheet of

the Consolidated Financial Statements for Bank Holding
Companies.

Open positions in futures and forward contracts and
obligations under standby contracts and other option

arrangements are to be reported in Schedule HC-F, Com-

mitments and Contingencies.

Goodwill: See “Purchase acquisition” in the entry for
“business combinations.”

Hypothecated Deposit: A hypothecated deposit is the

aggregation of periodic payments on an installment con-
tract received by a reporting institution in a state in
which, under law, such payments are not immediately

returns will not normally be prepared until after the
year-end FR Y-9C has been completed, the bank
holding company must estimate the amount of the
current Income tax liability (or receivable) that will
ultimately be reported on its tax returns. Estimation
of this liability (or receivable) may involve consul-
tation with the holding company’s tax advisers, a
review of the previous year's tax returns, the identi-
fication of significant expected differences between
items of income and expense reflected on the Report
of Income for Bank Holding Companies and on the
tax returns, and the identification of expected tax
credits.

and

used to reduce the unpaid balance of the installment note(2) Deferred income tax expense or benefit measured as

but are accumulated until the sum of the payments equals

the entire amount of principal and interest on the con-
tract, at which time the loan is considered paid in full.

For purposes of these reports, hypothecated deposits are

to be netted against the related loans. Deposits which
simply serve as collateral for loans are not considered
hypothecated deposits for purposes of these reports.

See also: “Deposits.”
IBF: See “International Banking Facility (IBF).”

Income Taxes:All bank holding companies, regardless

the change in the net deferred tax assets or liabilities
for the period reported. Deferred tax liabilities and
assets represent the amount by which taxes payable
(or receivable) are expected to increase or decrease
in the future as a result of “temporary differences”
and net operating loss or tax credit carryforwards
that exist at the reporting date.

The actual tax liability (or receivable) calculated on the
bank holding company’s tax returns may differ from the
estimate reported as currently payable or receivable on
the year-end Report of Income for Bank Holding Com-
panies. An amendment to the bank holding company’s

of size, are required to report income taxes (federal, Stateyear—end and subsequent FR Y-9Cs may be appropriate

and local, and foreign) on the FR Y-9C on an accrual
basis. Note that, in almost all cases, applicable income
taxes as reported in Schedule HI of the Report of Income
for Bank Holding Companies will differ from amounts
reported to taxing authorities. The applicable income tax
expense or benefit that is reflected in the Report of
Income for Bank Holding Companies should include
both taxes currently paid or payable (or receivable) and
deferred income taxes. The following discussion of
income taxes is based on FASB Statement No. 109,
Accounting for Income Taxes

f
f

Applicable income taxes in the year-end Report o
Income for Bank Holding Companies shall be the sum o
the following:

(1) Taxes currently paid or payable (or receivable) for
the year determined from the bank holding com-
pany’s federal, state, and local income tax returns for
that year. Since the bank holding company’s tax
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if the difference is significant. Minor differences should
be handled as accrual adjustments to applicable income
taxes in Reports of Income for Bank Holding Companies
during the year the differences are detected. The report-
ing of applicable income taxes in the Report of Income
for Bank Holding Companies for report dates other than
year-end is discussed below under “interim period appli-
cable income taxes.”

Temporary differenceesult when events are recognized
in one period on the bank holding company’s books but
are recognized in another period on the bank holding
company’s tax return. These differences result in
amounts of income or expense being reported in the
Report of Income in one period but in another period in
the tax returns. There are two types of temporary differ-
ences. Deductible temporary differences reduce taxable
income in future periods. Taxable temporary differences
result in additional taxable income in future periods.
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For example, a bank holding company’s provision for the bank holding company’s total deductible temporary
loan and lease losses is expensed for financial reportingdifferences and operating loss carryforwards. A deferred
purposes in one period. However, for some bank holding tax asset shall also be recorded for the amount of tax
companies this amount may not be deducted for tax credit carryforwards available to the bank holding com-
purposes until the loans are actually charged off in a pany. Based on the estimated realizability of the deferred
subsequent period. This deductible temporary differencetax asset, a valuation allowance should be established to
“originates” when the provision for loan and lease losses reduce the recorded deferred tax asset to the amount that
is recorded in the financial statements and “turns is considered “more likely than not” (i.e., greater than
around” or “reverses” when the loans are subsequently 50 percent chance) to be realized.

charged off, creating tax deductions.
. . . . Deferred tax liabilitiesshould be calculated by applying
dOther dffdltjﬁt'ble tlem{)otrary dlfgerﬁlnces 'nCI.Ltj.de v¥r||te- the “applicable tax rate” to total taxable temporary
owns of other real estate owned, the recognition of l0an jitarences at the report date.

origination fees and other postemployment benefits
expense. Operating loss carrybacks and carryforwards and tax

Depreciation can result in a taxable temporary difference credit carryforwards—When a bank holding company’s
if a bank holding company uses the straight-line method deductions exceed its income for federal income tax
to determine the amount of depreciation expense to bepurposes, it has sustained an operating loss. An operating
reported in the Report of Income for Bank Holding loss that occurs in a year following periods when the
Companies but uses an accelerated method for tax purbank holding company had taxable income may be car-
poses. In the early years, tax depreciation under theried back to recover income taxes previously paid. The
accelerated method will typically be larger than book tax effects of any loss carrybacks that are realizable
depreciation under the straight-line method. During this through a refund of taxes previously paid is recognized
period, a taxable temporary difference originates. Tax in the year the loss occurs. In this situation, the applica-
depreciation will be less than book depreciation in the ble income taxes on the Report of Income for Bank
later years when the temporary difference reverses.Holding Companies will reflect a credit rather than an
Therefore, in any given year, the depreciation reported in expense. Bank holding companies may carry back oper-
the Report of Income for Bank Holding Companies will ating losses for two years. (For tax years beginning
differ from that reported in the bank holding company’s before 1998, bank holding companies could carry operat-
tax returns. However, total depreciation taken over the ing losses for three years.)
useful life of the asset will be the same under either
method. Other taxable temporary differences include the Generally, an operating loss that occurs when loss carry-
undistributed earnings of unconsolidated subsidiaries andbacks are not available (e.g., occurs in a year following
associated companies and amounts funded to pensiomperiods of losses) becomes an operating loss carry-
plans which exceed the recorded expense. forward. Bank holding companies may carry operating
IJ-Ié-)sses forward 20 years. (For tax years beginning before
998, bank holding companies could carry operating
Josses forward 15 years.)

Some events do not have tax consequences and therefo
do not give rise to temporary differences. Certain reve-
nues are exempt from taxation and certain expenses ar
not deductible. These events were previously known as
“permanent differences.” Examples of such events (for

federal income tax purposes) are interest received on
certain obligations of states and political subdivisions in

the U.S., and premiums paid on officers’ life insurance

policies where the bank holding company is the benefi-
ciary, and 85 percent of cash dividends received on the
corporate stock of domestic U.S. corporations.

Tax credit carryforwards are tax credits which cannot be
used for tax purposes in the current year, but which can
be carried forward to reduce taxes payable in a future
period.

Deferred tax assets are recognized for operating loss and
tax credit carryforwards just as they are for deductible
temporary differences. As a result, a bank holding com-
Deferred tax assetshall be calculated at the report date pany can recognize the benefit of a net operating loss for
by applying the “applicable tax rate” (defined below) to tax purposes or a tax credit carryforward to the extent the
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bank holding company determines that a valuation allow- extent evidence about one or more sources of income is
ance is not considered necessary (i.e., if the realization ofsufficient to support a conclusion that a valuation allow-
the benefit is more likely than not). ance is not necessary (i.e., the bank holding company can
conclude that the deferred tax asset is more likely than
not to be realized), other sources need not be considered.
However, if a valuation allowance is needed, each source
of income must be evaluated to determine the appropri-
ate amount of the allowance needed.

Applicable tax rate-The income tax rate to be used in

determining deferred tax assets and liabilities is the rate
under current tax law that is expected to apply to taxable
income in the periods in which the deferred tax assets or
liabilities are expected to be realized or paid. If the bank

holding company’s income level is such that graduated Evidence used in determining the valuation allowance
tax rates are a significant factor, then the bank holding should be subject to objective verification. The weight
company shall use the average graduated tax rate appligiven to evidence when both positive and negative evi-
cable to the amount of estimated taxable income in gence exist should be consistent with the extent to which
_the period in which thel deferred tax asset or liability it can pe verified. Sources (1) and (2) listed above are
is expected to be realized or settled. When the tax nore susceptible to objective verification and, therefore,

law changes, bank holding companies shall determine 5y provide sufficient evidence regardless of future
the effect of the change, adjust the deferred tax assetyents.

or liability and include the effect of the change in

Schedule HI, item 9, “Applicable income taxes (foreign The consideration of future taxable income (exclusive of

and domestic).” reversing temporary differences and carryforwards) as
a source for the realization of deferred tax assets will

Valuation allowance-A valuation allowance must be . L . :
. r ir ivi im n men futur
recorded, if needed, to reduce the amount of deferred tax equire subjective estimates and judgments about future

assets to an amount that is more likely than not to be events which may be less objectively verifiable.

realized. Changes in the valuation allowance generally Examples ohegative evidenciaclude:

shall be reported in Schedule HI, item 9, “Applicable

income taxes (foreign and domestic).” The following

discussion of the valuation allowance relates to the allow- . A history of operating loss or tax credit carryforwards

ance, if any, included in the amount of net deferred tax  expiring unused.

assets or liabilities to be reported on the balance sheet )

(Schedule HC) and in Schedule HC-G, item 1. » Losses expected in early future years by a presently
profitable bank holding company.

e Cumulative losses in recent years.

Bank holding companies must consider all available
evidence, both positive and negative, in assessing the® Unsettled circumstances that, if unfavorably resolved,
need for a valuation allowance. The future realization of ~would adversely affect future profit levels.

deferred tax assets ultimately depends on the existence
of sufficient taxable income of the appropriate character
in either the carryback or carryforward period. Four
sources of taxable income may be available to realize theExamples opositive evidenceclude:
deferred tax assets:

A brief carryback or carryforward that would limit the
ability to realize the deferred tax asset.

« A strong earnings history exclusive of the loss that
(1) Taxable income in carryback years (which can be created the future deductible amount (tax loss carry-
offset to recover taxes previously paid). forward or deductible temporary difference) coupled

(2) Reversing taxable temporary differences with evidence indicat.ing that 'the loss is an aberration
' rather than a continuing condition.

(3) Future taxable income (exclusive of reversing tem-

porary differences and carryforwards). e Existing contracts that will generate significant

income.

(4) Tax-planning strategies. * An excess of appreciated asset value over the tax basis

In general, positive evidence refers to the existence of of an entity’'s net assets in an amount sufficient to
one or more of the four sources of taxable income. To the realize the deferred tax asset.
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When realization of a bank holding company’s deferred Deferred tax assets (net of the valuation allowance) and
tax assets is dependent upon future taxable income, thedeferred tax liabilities related to a particular tax jurisdic-
reliability of a bank holding company’s projections is tion (e.g., federal, state, and local) may be offset against
very important. The bank holding company’s record in each other for reporting purposes. A resulting debit bal-
achieving projected results under an actual operatingance shall be included in “Other assets” and reported in
plan will be a strong measure of this reliability. Other Schedule HC-G, item 1(a). A resulting credit balance
factors a bank holding company should consider in shall be included in “Other liabilities” and reported in
evaluating evidence about its future profitability include, Schedule HC-G, item 1(b). A bank holding company
but are not limited to, current and expected economic may report a net deferred tax debit, or asset, for one tax
conditions, concentrations of credit risk within specific jurisdiction (e.g., federal taxes) and also report a net
industries and geographical areas, historical levels anddeferred tax credit, or liability, for another tax jurisdic-
trends in past due and nonaccrual assets, historical levelgion (e.g., state taxes).

and trends in loan loss reserves, and the bank holding

company’s interest rate sensitivity. Interim period applicable income taxesNhen prepar-

ing its year-to-date Report of Income for Bank Holding
When strong negative evidence, such as the existence ofCompanies as of the end of March, June, and September
cumulative losses, exists, it is extremely difficult for a (“interim periods”), the bank holding company should
bank holding company to determine that no valuation determine its best estimate of its effective annual tax rate
allowance is needed. Positive evidence of significant for the full year, including both current and deferred
quality and quantity would be required to counteract portions and including all tax jurisdictions (e.g., federal,
such negative evidence. state and local). To arrive at its estimated effective annual
tax rate, a bank holding company should divide its
estimated total applicable income taxes (current and
deferred) for the year by its estimated pretax income for
the year (excluding extraordinary items). This rate would
then be applied to the year-to-date pretax income to
determine year-to-date applicable income taxes at the
interim date.

For purposes of determining the valuation allowance, a
tax-planning strategyis a prudent and feasible action
that would result in realization of deferred tax assets and
that management ordinarily might not take, but would do
so to prevent an operating loss or tax credit carryforward
from expiring unused. For example, a bank holding
company could accelerate taxable income to utilize
carryforwards by selling or securitizing loan portfolios, Intraperiod allocation of income taxesWhen the
selling appreciated securities, or restructuring nonper- Report of Income for Bank Holding Companies for a
forming assets. Actions that management would take in period includes extraordinary items, the total amount of
the normal course of business are not considered tax-the applicable income taxes for the year to date shall be
planning strategies. allocated in Schedule HI between item 9, “Applicable
income taxes (foreign and domestic),” and the applicable
income taxes netted in item 12, “Extraordinary items,
net of applicable taxes and minority interest.”

Significant expenses to implement the tax-planning strat-
egy and any significant losses that would result from
implementing the strategy shall be considered in deter-
mining any benefit to be realized from the tax-planning The applicable income taxes on operating income
strategy. Also, bank holding companies should consider (item 9) shall be the amount that the total applicable

all possible consequences of any tax-planning strategiesincome taxes on pretax income, including both current
For example, loans pledged as collateral would not be and deferred taxes (calculated as described above),
available for sale. would have been for the period had “Extraordinary

The determination of whether a valuation allowance is items” (item 12) been zero.

needed for deferred tax assets should be made for totalTax calculations by tax jurisdictier-Separate calcula-
deferred tax assets, not for deferred tax assets net otions of income taxes, both current and deferred amounts,
deferred tax liabilities. In addition, the evaluation should are required for each tax jurisdiction. However, if the tax
be made on a jurisdiction-by-jurisdiction basis. Separate laws of the state and local jurisdictions do not signifi-
analyses should be performed for amounts related tocantly differ from federal income tax laws, then the
each taxing authority (e.g., federal, state, and local). calculation of deferred income tax expense can be made
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in the aggregate. The bank holding company would minimum tax (AMT) shall be included in the bank
calculate both current and deferred tax expense considerholding company’s current tax expense. Amounts of
ing the combination of federal, state, and local income AMT paid can be carried forward in certain instances to
tax rates. The rate used should consider whether amountseduce the bank holding company’s regular tax liability
paid in one jurisdiction are deductible in another jurisdic- in future years. The bank holding company may record a
tion. For example, since state and local taxes are deduct-deferred tax asset for the amount of the AMT credit
ible for federal purposes, the aggregate combined ratecarryforward, which shall then be evaluated in the same
would generally be (1) the federal tax rate plus (2) the manner as other deferred tax assets to determine whether
state and local tax rates minus (3) the federal tax effect of a valuation allowance is needed.

the deductibility of the state and local taxes at the federal

tax rate. Other tax effects—A bank holding company may have

transactions or items that are reportable in Sched-
Purchase business combinatierB purchase business ule HI-A of the Report of Income for Bank Holding
combinations (as described in the Glossary entry for Companies such as the “Cumulative effect of changes in
“business combinations”), bank holding companies shall accounting principles from prior years,” and “Correc-
recognize as a temporary difference the difference tions of material accounting errors from prior years,” and
between the tax basis of acquired assets or liabilities “Foreign currency translation adjustments.” These trans-
and the amount of the purchase price allocated to theactions or other items will enter into the determination of
acquired assets and liabilities (with certain exceptions taxable income in some year (not necessarily the current
specified in FASB Statement No. 109). As a result, the year), but are not included in the pretax income reflected
acquired asset or liability shall be recorded gross and ain Schedule HI of the Report of Income for Bank Hold-
deferred tax asset or liability shall be recorded for any ing Companies. They shall be reported in Schedule HI-A
resulting temporary difference. net of related income tax effects. These effects may
ei{n:rease or decrease the bank holding company’s total
tax liability calculated on its tax returns for the current
year or may be deferred to one or more future periods.

In a purchase business combination, a deferred tax ass
shall generally be recognized at the date of acquisition
for deductible temporary differences and net operating
loss and tax credit carryforwards of either company in For further information, see FASB Statement No. 109,
the transaction, net of an appropriate valuation allow- Accounting for Income Taxes

ance. The determination of the valuation allowance ) ] o

should consider any provisions in the tax law which may ntangible Assets:See “Business combinations.”

restrict the use of an acquired company’s carryforwards. Interest-Bearing Account: See “Deposits.”

Subsequent recognition (i.e., by elimination of the valua- o o
tion allowance) of the benefit of deductible temporary Interest —Capitalization: ~See “Capitalization  of
differences and net operating loss or tax credit carry- Interest”

forwards not recognized at the acquisition date will

depend on the source of the benefit. If the valuation
allowance relates to deductible temporary differences
and carryforwards of the acquiring company established
before the acquisition, then subsequent recognition is
reported as a reduction of income tax expense. If the
benefit is related to the acquired company’s deductible
temporary differences and carryforwards, then the bene-
fit is subsequently recognized by first reducing any good-
will related to the acquisition, then by reducing all other

noncurrent intangible assets related to the acquisition,
and finally, by reducing income tax expense.

Internal-Use Computer Software: Guidance on the
accounting and reporting for the costs of internal-use
computer software is set forth in AICPA Statement of
Position 98-1,Accounting for the Costs of Computer
Software Developed or Obtained for Internal Usk
summary of this accounting guidance follows. For fur-
ther information, see AICPA Statement of Position 98-1.
Internal-use computer software is software that meets
both of the following characteristics: (1) The software
is acquired, internally developed, or modified solely to
meet the bank holding company’s internal needs; and
(2) During the software’s development or modification,
Alternative Minimum Tax-Any taxes a bank holding no substantive plan exists or is being developed to mar-
company must pay in accordance with the alternative ket the software externally.
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Statement of Position 98-1 identifies three stages of should be capitalized. Otherwise, data conversion cost
development for internal-use software: the preliminary should be expensed as incurred. General and admini
project stage, the application development stage, and thestrative costs and overhead costs should not be capita
post-implementation/operation stage. The processes thatzed as internal-use software costs. During the post-
occur during the preliminary project stage of software implementation/operation stage, internal and externall
development are the conceptual formulation of alterna- training costs and maintenance costs should be expensgd
tives, the evaluation of the alternatives, the determina- as incurred. Impairment of capitalized internal-use com-
tion of the existence of needed technology, and the final puter software costs should be recognized and measure
selection of alternatives. The application development in accordance with FASB Statement No. 12Ecount-
stage involves the design of the chosen path (includinging for the Impairment of Long-Lived Assets and for
software configuration and software interfaces), coding, Long-Lived Assets to be Disposed Of

installation of software to hardware, and testing (includ- rhe ¢osts of internally developed computer software to
ing the parallel processing phase). Generally, training e solg, leased, or otherwise marketed as a separate
and application maintenance occur during the post- rqqyct or process should be reported in accordance with
implementation/operation stage. Upgrades of and en-gagp Siatement No. 86Accounting for the Costs of
hancements to existing internal-use software, i.e., mOd"Computer Software to be Sold. Leased. or Otherwise
fication to software that result in additional functional- \1arketed If. after the developmént of inte’rnal-use soft-
ity, also go through the three aforementioned stages of, 5re is completed, a bank holding company decides ta

=N

development. market the software, proceeds received from the licensd
Computer software costs that are incurred in the prelimi- of the software, net of direct incremental marketing
nary project stage should be expensed as incurred. costs, should be applied against the carrying amount of

. . the software.
Internal and external costs incurred to develop internal-

use software dl_Jrin_g the appl_ica_tion_ development stage|niernational Banking Facility (IBF): General
should be capitalized. Capitalization of these costs yefinition—An International Banking Facility (IBF) is a
should begin once (a) the preliminary project stage is get of asset and liability accounts, segregated on the
completed and (b) management, with the relevant author-p s and records of the establishing entity, which reflect
ity, implicitly or explicitly authorizes and commits 10 international transactions. An IBF is established in accor-
funding a computer software project and it is probable 4,06 with the terms of Federal Reserve Regulation D
that the project will be completed and the software will 5nq atter appropriate notification to the Federal Reserve.
be used to perform the function intended. Capitalization T establishing entity may be a U.S. depository institu-
should cease no later than when a computer softwarejon 4 U.S. office of an Edge or Agreement corporation,
project is su_bstantlally complete_ and r_ead_y for its in- o 5 U.S. branch or agency of a foreign bank pursuant to
tended use, i.e., after all substantial testing is completed.roqeral Reserve Regulations D and Q. An IBF is permit-
Capitalized internal-use computer software costs gener-eq (g hold only certain assets and liabilities. In general,
aIIy_ should be amprtlzed on a straight-line basis over the |gg accounts are limited, as specified in the paragraphs
estimated useful life of the software. below, to non-U.S. residents of foreign countries, resi-

Only the following application development stage costs dents of Puerto Rico and U.S. territor.ies and possessi.ons,
should be capitalized: (1) External direct costs of materi- other IBFs, and U.S. and non-U.S. offices of the establish-

als and services consumed in developing or obtaininging entity.

internal-use software; (2) Payroll and payroll-related permissible IBF assets include extensions of credit to the
costs for employees who are directly associated with a”dfollowing:

who devote time to the internal-use computer software

project (to the extent of the time spent directly on the (1) non-U.S. residents (including foreign branches of
project); and (3) Interest costs incurred when developing other U.S. banks);

internal-use software.
. (2) other IBFs; and
Costs to develop or obtain software that allows for

access or conversion of old data by new systems also(3) U.S. and non-U.S. offices of the establishing entity.
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Credit may be extended to non-U.S. nonbank residentsthe appropriate items of Schedule HC-B, Part I, and
only if the funds are used in their operations outside the federal funds sold and securities purchased under agree-
United States. IBFs may extend credit in the form of a ments to resell in Schedule HC, item 3.

loan, deposit, placement, advance, security, or other simi-

lar asset. For purposes of these reports, all liabilities of the IBFs of

the banking subsidiaries of the reporting bank holding
Permissible IBF liabilities include (as specified in Fed- company to outside parties are classified under three
eral Reserve Regulations D and Q) liabilities to non-U.S. headings:
nonbank residents only if such liabilities have a mini-
mum maturity or notice period of at least two business (1) federal funds purchased and securities sold under

days. IBF liabilities also may include overnight liabilities agreements to repurchase, which are to be reported

to: in Schedule HC, item 14;

(1) non-U.S. offices of other depository institutions and (2) accrued liabilities, which are to be reported in Sched-
of Edge or Agreement corporations; ule HC, item 23; and

(2) non-U.S. offices of foreign banks; (3) all other liabilities, including deposits, placements,

and borrowings, which are to be treated as deposit
liabilities in foreign offices and reported in Sched-

(4) other IBFs; and ule HC, item 13(b).

Treatment of transactions with IBFs of other depository
institutions—Transactions between the offices of the
IBF liabilities may be issued in the form of depOSits, reporting bank h0|d|ng company and IBFs outside the
borrowings, placements, and other similar instruments. scope of the FR Y-9C are to be reported as transactions
However, IBFs are prohibited from issuing negotiable it depository institutions in the U.S., as appropriate.
cert|f|<_:ates of depoglt, bankers acceptances, or other(Note, however, that only foreign offices of the bank
negotiable or bearer instruments. holding company and IBFs of its banking subsidiaries

Treatment of the IBFs of bank subsidiaries of the holding are permitted to have transactions with other IBFs.)
company on the Consolidated Financial Statements for

Bank Holding Companies (FR Y-9G)BFs established  Investments in Common Stock of Unconsolidated
by a subsidiary of the holding company (e.qg., by a bank Subsidiaries: See the instruction to Schedule HC,
subsidiary or by its Edge or Agreement subsidiaries) are item 8, “Investments in unconsolidated subsidiaries and
to be consolidated in the FR Y-9C. In the consolidated associated companies.”

balance sheet (Schedule HC) and income statement . e

(Schedule HI), transactions between the IBFs of the bankJ0int Venture: See “Subsidiaries.

subsidiaries of the reporting holding company and
between these IBFs and other offices of the bank holding
company are to be eliminated. For purposes of these
reports, the IBFs of the holding companies’ banking
subsidiaries are to be treated as foreign offices where, in
the schedules, a distinction is made between foreign and

domestic offices of the reporting bank holding company. Standards for lease accounting are set forth in FASB
Statement No. 13Accounting for Leasesas amended
and interpreted.

(3) Foreign governments and official institutions;

(5) the establishing entity.

Lease Accounting: A lease is an agreement that trans-
fers the right to use land, buildings, or equipment for a
specified period of time. This financing device is essen-
tially an extension of credit evidenced by an obligation
between a lessee and a lessor.

Assets of the IBFs of the banking subsidiaries of the
reporting bank holding company should be reported in
the asset categories of the report by type of instrumentAccounting with the bank holding company as lessee
and customer, as appropriate. For example, IBFs areAny lease entered into by a lessee bank holding company
to report their holdings of securities in Schedule HC, or its consolidated subsidiaries that are on an accrual
item 2, and in the appropriate items of Schedule HC-A; basis of accounting shall be accounted for as a property
their holdings of loans in Schedule HC, item 4(a), and in acquisition financed with a debt obligation. The property
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shall be amortized according to the bank holding com- As a general rule, the bank holding company shall defer
pany’s normal depreciation policy (except, if appropri- any gain resulting from the sale. For capital leases, this
ate, the amortization period shall be the lease term)deferred gain is amortized in proportion to the deprecia-
unless the lease involves land only. The interest expensetion taken on the leased asset. For operating leases, the
portion of each lease payment shall be calculated todeferred gain is amortized in proportion to the rental
result in a constant rate of interest on the balance of thepayments the bank holding company will make over
debt obligation. In the FR Y-9C, the property “asset” is the lease term. The unamortized deferred gain is to be
to be reported in Schedule HC, item 6, and the liability reported in “Other liabilities.” (Exceptions to the general
for capitalized leases in Schedule HC, item 17 or 18, the ryle on deferral which permit full or partial recognition
interest expense portion of the capital lease paymentsof a gain at the time of the sale may occur if the
is to be reported in “Other interest expense” and the |easeback covers less than substantially all of the prop-

amortization expense on the asset is to be reported ingrty that was sold or if the total gain exceeds the mini-
“Expenses of premises and fixed assets, net of rentalyym jease payments.)

income.” If any one of the following criteria is met, a

lease must be accounted for as a capital lease: If the fair value of the property at the time of the sale is
less than the book value of the property, the difference
between these two amounts shall be recognized as a loss
immediately. In this case, if the sales price is less than
(2) the lease contains a bargain purchase option, or  the fair value of the property, the additional loss shall be

(3) the lease term represents at least 75 percent of thedeferred since it is in substance a prepayment of rent.

estimated economic life of the leased property, or Similarly, if the fair value of the property sold is greater
than its book value, any loss on the sale shall also be

deferred. Deferred losses shall be amortized in the same
manner as deferred gains as described above.

(1) ownership of the property is transferred to the lessee
at the end of the lease term, or

(4) the present value of the minimum lease payments at
the beginning of the lease term is 90 percent or more
of the fair value of the leased property to the lessor at
the inception of the lease less any related investmentFor further information, see FASB Statement No. 28,
tax credit retained by and expected to be realized by Accounting for Sales with Leasebacks

the lessor.

f f the ab L he | hould b Accounting with bank holding company as lessor
It none of the above criteria is met, the lease should be 655 5 |ong-term creditor is also involved in the trans-

accounted for as an operating lease. Rental p""ymemsaction, a lease entered into by a lessor bank holding

ShOU|d_ be charged to expense over the term of thecompany or its consolidated subsidiaries on an accrual
operating lease as they become payable. accounting basis that meets one of the four criteria above
NOTE: If a lease involves land only, the lease must be for a capital lease plus two additional criteria (as defined

capitalized if either of the first two criteria above is met. below) shall be treated as a direct financing lease. After
Where a lease that involves land and building meets initial direct costs have been deducted, the unearned
either of these two criteria, the land and building must be income (minimum lease payments plus estimated

separately capitalized by the lessee. The accounting for aresidual value less the cost of the leased property) shall
lease involving land and building that meets neither of be amortized to income over the lease term in a manner
the first two criteria should conform to the standards which produces a constant rate of return on the net
prescribed by FASB Statement No. 13. investment (minimum lease payments plus estimated
Accounting for sales with leasebackSale—leaseback residual value I_e_ss unearned income). Other methods of
transactions involve the sale of property by the owner INCOMe recognition may be used if the results are not

and a lease of the property back to the seller. If a bank materially different.

holding company sells premises or fixed assets and leaseshe following two additional criteria must be met for a

back the property, the lease shall be treated as a capitajease to be classified as a direct financing lease:
lease if it meets any one of the four criteria above for

capitalization. Otherwise, the lease shall be accounted(1) Collectability of the minimum lease payments is
for as an operating lease. reasonably predictable.
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(2) No important uncertainties surround the amount of (4) call upon the issuing bank holding company or its
unreimbursable costs yet to be incurred by the lessor  issuing consolidated subsidiaries to pay only upon
under the lease. the presentation of a draft or other documents as

specified in the letter of credit and not require the

issuing bank holding company or consolidated sub-
sidiaries to make determinations of fact or law at

issue between the account party and the beneficiary;
and

When a lessor bank holding company or its consolidated
subsidiaries on an accrual basis of accounting enters into
a lease that has all the characteristics of a direct financing
lease but where a long-term creditor provides nonre-
course financing to the lessor, the transaction shall be
accounted for as a leveraged lease. The lessor's ne{(5) be issued only subject to an agreement between the
investment in a leveraged lease shall be recorded in a  account party and the issuing bank holding company
manner similar to that for a direct financing lease but net or its consolidated subsidiaries which establishes the
of the principal and interest on the nonrecourse debt. unqualified obligation of the account party to reim-
Based on a projected cash flow analysis for the lease  burse the issuing bank holding company or its con-
term, unearned and deferred income shall be amortized  solidated subsidiaries for all payments made under
to income at a constant rate only in those years of the  the letter of credit.

lease term in which the net investment is positive. In the
years in which the net investment is not positive, no
income is to be recognized on the leveraged lease. (1) commercial letters of credit,

There are four basic types of letters of credit:

If a lease is neither a direct financing lease nor a lever- (2) letters of credit sold for cash,

aged lease, the lessor bank holding company or its con-

solidated subsidiaries shall account for it asaerating (3) travelers’ letters of credit, and

lease The leased property shall be reported as “Other .

assets” and depreciated in accordance with the bank(4) standby letters of credit,

holding company’s normal policy. Rental payments are each of which is discussed separately below.
generally credited to income over the term of an operat-

ing lease as they become receivable. A commercial letter of crediis issued specifically to

facilitate trade or commerce. Under the terms of a com-

Letter of Credit: A letter of credit is a document issued Mercial letter of credit, as a general rule, drafts will be
by a bank holding company or its consolidated subsidi- dra_wn when the underlying transaction is consummated
aries (generally a banking subsidiary) on behalf of its as intended.

customer (the account party) authorizing a third party A letter of credit sold for caslis a letter of credit for
(the beneficiary), or in special cases the account party, towhich the bank holding company or a consolidated sub-
draw drafts on the bank holding company or its consoli- sidiary has received funds from the account party at
dated subsidiary up to a stipulated amount and with the time of issuance. This type of letter of credit is not to
specified terms and conditions. The letter of credit is a be reported as an outstanding letter of credit but as a
conditional commitment (except when prepaid by the demand deposit. These letters are considered to have
account party) on the part of the consolidated bank been sold for cash even though the consolidated bank
holding company to provide payment on drafts drawn in holding company may have advanced funds to the
accordance with the terms of the document. account party for the purchase of such letters of credit on

. ) a secured or unsecured basis.
As a matter of sound practice, letters of credit should:

A travelers’ letter of creditis issued to facilitate travel.
(1) be conspicuously labeled as a letter of credit; This letter of credit is addressed by the bank holding

company or its consolidated subsidiaries to its correspon-
(2) contain a specified expiration date or be for a definite dents authorizing the correspondents to honor drafts

term; drawn by the person named in the letter of credit in
accordance with specified terms. These letters are gener-
(3) be limited in amount; ally sold for cash.
Instructions for Preparation of Reporting Form FR Y-9C GL-35
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A standby letter of credits a letter of credit or similar (2) acceptances executed by or for the account of a

arrangement that: subsidiary bank of the reporting bank holding
o o company and subsequently acquired by the con-
(1) represents an obligation on the part of the issuing solidated holding company through purchase or
bank holding company or a consolidated subsidiary discount:

to a designated third party (the beneficiary) contin-
gent upon the failure of the issuing consolidated
bank holding company’s customer (the account
party) to perform under the terms of the underlying
contract with the beneficiary, or

(3) customers’ liability to a bank subsidiary of the
reporting bank holding company on drafts paid
under letters of credit for which the bank subsidiary
of the reporting bank holding company has not
been reimbursed;

(2) obligates the bank holding company or a consoli- (4 «adyances” and commodity or bill-of-lading drafts
dated subsidiary to guarantee or stand as surety for payable upon arrival of goods against which drawn,

the benefit of a third party to the extent permitted by for which a bank subsidiary of the reporting bank
law or regulation. holding company has given deposit credit to
The underlying contract may entail either financial or customers;
nonfinancial undertakings of the account party with the (5) naper pledged by the bank holding company or by
beneficiary. The underlying contract may involve such its consolidated subsidiaries whether for collateral
things as the customer’s payment of commercial paper, to secure bills payable (e.g., margin collateral to
delivery of merchandise, completion of a construction secure bills rediscounted) or for any other purpose;

contract, release of maritime liens, or repayment of the . .
account party’s obligations to the beneficiary. Under the (6) sales of so-called “term federal funds” (i.e., sales
terms of a standby letter, as a general rule, drafts will be of immediately available funds with a maturity of

drawn only when the underlying event fails to occur as more than one business day), other than those
involving security resale agreements;

intended.

(7) loans arising out of the purchase of assets (other
Limited-Life Preferred Stock: See “Preferred stock.” than securities) under resale agreements; or

(8) participations (acquired or held) in a single loan or
Loan: For purposes of these reports, a loan is generally in a pool of loans or receivables (see discussion in
an extension of credit resulting from direct negotiations the Glossary entries for “Sale of assets” and “Par-
between a lender and a borrower. The reporting bank ticipations in pools of residential mortgages”).

holding company or its consolidated subsidiaries may
originate a loan by directly negotiating with a borrower
or it may purchase a loan or a portion of a loan originated
by another lender that directly negotiated with a bor-
rower. The reporting bank holding company or its sub- See also “Loan secured by real estate,” “Overdraft,” and
sidiaries may also sell a loan or a portion of a loan, “Sale of assets.”

regardless of the method by which it acquired the loan.
Loan Fees:The accounting standards for nonrefundable

fees and cost associated with lending, committing to
'lend, and purchasing a loan or group of loans are set

Loan assets, such as acceptances and commercial paper,
held in a trading account are to be reported in Sched-
ule HC, item 5, “Trading assets.”

Loans may take the form of promissory notes, acknowl-
edgments of advance, due bills, invoices, overdrafts

acceptances, and similar written or oral obligations. forth in FASB No. 91,Accounting for Nonrefundable
Among the extensions of credit reportable as loans in Fees and Costs Associated with Originating or Acquir-
Schedule HC-B, Part |, are: ing Loans and Initial Direct Costs of LeaseBhe state-

ment applies to all types of loans as well as to debt

(1) acceptances of banks that are not consolidated subsecurities (but not to loans or securities carried at market
sidiaries for the reporting bank holding company’s value) and to all types of lenders. It must be applied to all

FR Y-9C; lending and leasing transactions in fiscal years beginning
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after December 15, 1987 (that is, the first quarter of 1988 there are no other available and reliable sources of repay-
for companies with calendar year-ends). ment. A creditor should consider estimated costs to sell,
In summary, FASB No. 91 requires that loan fees be on a discounted basis, in the measurement of impairment

if those costs are expected to reduce the cash flows

deferred and recognized over the life of the loan as an available to repay or otherwise satisfy the loan, If the
adjustment of the yield. Certain direct origination costs pay or : '
measure of an impaired loan is less than the recorded

must also be deferred and amortized over the life of the .

loan as a reduction of the yield. Amortization of deferred lr?i\z/gztg]e(r:]rtelgti;he;ﬁ?ﬁb@g:{:ﬁ?&iﬂi;;&?gﬁIgrggi trleé) (;c;gs
fees and costs is generally computed using the interestf y creating L .
or the impaired loan or by adjusting an existing allow-

method. FASB No. 91 applies to both a lender and a X . . N o
X o ance with a corresponding charge or credit to “Provision
purchaser, and should be applied to individual loan .
for loan and lease losses.

contracts.
) ] ) ) An institution should not provide an additional allow-
For a complete discussion of the required accounting for 5nce for estimated credit losses on an impaired loan ove
loan fees, see FASB No. 91. and above what is specified by FASB Statement No. 114}
(FAS 114). The allowance established under FAS 114
Loan Impairment: The accounting standard for should take into consideration all available information
impaired loans is FASB Statement No. 1®counting  existing as of the report date that indicates that a loan ha:
by Creditors for Impairment of a LoanFor further  been impaired. All available information would include
information, refer to FASB Statement No. 114. existing environmental factors such as industry, geo-
TR : i _graphical, economic, and political factors that affect col-
Each institution is responsible for maintaining an allow éectibility. FASB Statement No. 114 also addresses the

ance for loan and lease losses (allowance) adequate taccountin by creditors for all loans that are restructured
absorb estimated credit losses in its entire loan and. g by

lease portfolio. FASB Statement No. 114 sets forth mfatroubled deb;[ restrurc]:turlng mvolvmgda m?Q|flcza|t|on

measurement methods for estimating the portion of the © terms, except loans that are measured at fair value or

overall allowance for loan and lease losses a’ttributablethe lower of cost or fair value. For guidance on troubled
. i . debt restructurings, see the Glossary entry for “troubled

to impaired loans. An appropriate allowance must be debt restructurings.”

maintained for other loans in accordance with FASB '

Statement No. 5. As with all other loans, all impaired loans should be

| | il . ired under FASB S reported as past due or nonaccrual loans in Sched-
N genera, certalkr: oarl;s ar((ej 'mpaired un efr . tat(zl'ule HC-H in accordance with the schedule’s instructions.
ment No. 114 when, based on current information and gjnce full collection of principal and interest is not

events, it is likely that an institut'ion will be unable to expected for impaired loans, income accrual should nor-
collect all amounts due according to the contractual )1y pe discontinued on such loans at the time that they
terms of the loan agreement, (i.e., both principal and first hecome impaired. Any cash payments received on
interest). An institution should apply its normal loan jmpajred loans should be reported in accordance with the

review procedures when determining whether a loan cyiteria for the cash basis recognition of income in the
covered by FASB Statement No. 114 is impaired. When Gjossary entry for “nonaccrual of interest.” For further

a loan is deemed impaired under FASB Statementinformation, see that glossary entry.
No. 114, an institution may choose to measure impair-

ment using (1) the present value of expected future cash| pans Secured By Real EstateFor purposes of these
flows discounted at the loan’s effective interest rate (i.e., reports, loans secured by real estate are loans predicated
the contractual interest rate adjusted for any net deferredupon a security interest in real property. A loan predi-
loan fees or costs, premium, or discount existing at the cated upon a security interest in real property is a loan
origination or acquisition of the loan), (2) the loan’s secured wholly or substantially by a lien on real property
observable market price, or (3) the fair value of the for which the lien is central to the extension of the
collateral, if the loan is collateral dependent. A loan is credit—that is, the borrower would not have been
collateral dependent if repayment of the loan is expectedextended credit in the same amount or on terms as
to be provided solely by the underlying collateral and favorable without the lien on real property. All loans
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satisfying the criteria above are to be reported as loansprudently used. Unrated debt securities for which no
secured by real estate (Schedule HC-B, Part I, item 1), reliable market price data are available may be valued at
regardless of whether secured by first or junior liens, cost adjusted for amortization of premium or accretion of
regardless of the department or subsidiary within the discount unless credit problems of the obligor or upward
bank or bank holding company that made the loans, movements in the level of interest rates warrant a lower
regardless of how the loans are categorized in the bankestimate of current value. Securities that are not market-
holding company’s records, and regardless of the pur-able such as, Federal Reserve stock or equity securities
pose of the financing. Only in transactions where a lien in closely held businesses, should be valued at book or
on real property has been taken as collateral solelypar value, as appropriate.
through an abundance of caution and where the terms as
a consequence have not been made more favorable thaMergers: See “Business combinations.”
they would have been in the absence of the lien, would
the loans not be considered to be secured by real estattéMoney Market Deposit Account (MMDA): See
and not be classifiable as loans secured by real estate iriDeposits.”
the FR Y-9C.

Mortgages, Residential, Participations in Pools of:
Loss Contingencies:A loss contingency is an existing See “Transfers of financial assets.”
condition, situation, or set of circumstances that involves
uncertainty as to possible loss that will be resolved when NOW Account: See “Deposits.”
one or more future events occur or fail to occur. An
estimated loss (or expense) from a loss contingency (forNonaccrual of Interest: This entry covers, for purposes
example, pending or threatened litigation) must be of these reports, the criteria for placing assets in non-
accrued by a charge to income if it is probable that an accrual status (presented in the general rule below) and
asset has been impaired or a liability incurred as of the related exceptions, the reversal of previously accrued but
report date and the amount of the loss can be reasonablyncollected interest, the treatment of cash payments
estimated. received on nonaccrual assets and the criteria for cash
basis income recognition, the restoration of a nonaccrual
asset to accrual status, and the treatment of multiple
extensions of credit to one borrower.

A contingency that might result in a gain, for example,
the filing of an insurance claim, shall not be recognized
as income prior to realization.

General rule—Bank holding companies on an accrual
' basis of reporting shall not accrue interest or discount on
(1) any asset which is maintained on a cash basis because
of deterioration in the financial position of the borrower,
(2) any asset for which payment in full of interest or
principal is not expected, or (3) any asset upon which
principal or interest has been in default for a period of
90 days or more unless it mthwell secured and in the
process of collection.

For further information, see FASB Statement No. 5
Accounting for Contingencies

Mandatory Convertible Debt: See discussion of man-
datory convertible securities in instructions for Sched-
ule HC, item 20, “Mandatory convertible securities.”

Market Value of Securities: The market value of securi-
ties should be determined, to the extent possible, by
timely reference to the best available source of current An asset is “well secured” if it is secured (1) by collat-
market quotations or other data on relative current eral in the form of liens on or pledges of real or personal
values. For example, securities traded on national, property, including securities, that have a realizable value
regional, or foreign exchanges or in organized over-the- sufficient to discharge the debt (including accrued inter-
counter markets should be valued at the most recentlyest) in full, or (2) by the guaranty of a financially
available quotation in the most active market. Rated responsible party. An asset is “in the process of collec-
securities for which no organized market exists should be tion” if collection of the asset is proceeding in due
valued on the basis of a yield curve estimate. Quotationscourse either (1) through legal action, including judg-
from brokers or others making markets in securities that ment enforcement procedures, or, (2) in appropriate cir-
are neither widely nor actively traded are acceptable if cumstances, through collection efforts not involving legal
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action which are reasonably expected to result in repay-account on the balance sheet, (2) to reverse the uncol-
ment of the debt or in its restoration to a current status in lected interest that has been accrued during the calendar
the near future. year-to-date by debiting the appropriate “interest and fee

For purposes of applying the third test for the nonaccrual income on loans” account on the income statement, and

of interest listed above, the date on which an asset
reaches nonaccrual status is determined by its contractuaf

terms. If the principal or interest on an asset becomes dueb?;:g\rl]vfggﬁegr ':%?anuzgdoflfha}:?ngisozs rggﬁcr):enst tﬁgtttr::nk
and unpaid for 90 days or more on a date that falls ) b

between report dates, the asset should be placed in nonhOldlng company managem?nts _ac_jdltlons to the allow-
nce through charges to the “provision for loan and lease

accrual status as of the date it becomes 90 days past du%sses” on the income statement have been based on an
and it should remain in nonaccrual status until it meets

the criteria for restoration to accrual status described evalua_tlon of the S_ollectabnny of the loan and lease

below portfolios and the “income earned, not collected on
' loans” account.

Exceptions to the general ruleln the following situa-

; . . Treatment of cash payments and criteria for the cash
tions, an asset need not be placed in nonaccrual status:

basis recognition of incomeWhen doubt exists as to

(1) The criteria for amortization (i.e., accretion of dis- the collectibility of the remaining book balance of an
count) specified in AICPA Practice Bulletin No.6 are asset in nonaccrual status, any payments received must
met with respect to a loan or other debt instrument be applied to reduce principal to the extent necessary to
acquired at a discount (because there is uncertaintyeliminate such doubt. Placing an asset in nonaccrual
as to the amounts or timing of future cash flows) Status doesiot,in and of itself, require a charge-off, in
from an unaffiliated third party (such as another Whole or in part, of the asset’s principle. However, any
institution or the receiver of a failed institution), identified losses must be charged off.

including those that the seller had maintained in \whjle an asset is in nonaccrual status, some or all of the
nonaccrual status. cash interest payments received may be treated as inter-
est income on a cash basis as long as the remaining book
balance of the asset (i.e., after charge-off of identified
losses, if any) is deemed to be fully collectible. (An asset
subject to the cost recovery method required by AICPA
Practice Bulletin No. 6 should follow that method for
reporting purposes.) A bank holding company’s determi-
nation as to the ultimate collectibility of the asset’s
remaining book balance must be supported by a current,
Treatment of previously accrued interesthe reversal  well documented credit evaluation of the borrower’s
of previously accrued but uncollected interest applicable financial condition and prospects for repayment, includ-
to any asset placed in nonaccrual status and the treatmenihg consideration of the borrower’s historical repayment
of subsequent payments as either principal or interestperformance and other relevant factors.

should be handled in accordance with generally accepte%v
accounting principles. Acceptable accounting treatment
includes a reversal of all previously accrued but uncol-
lected interest applicable to assets placed in a nonaccru
status against appropriate income and balance shee
accounts.

(2) The asset upon which principal or interest is due and
unpaid for 90 days or more is a consumer loan or a
loan secured by a 1-to-4 family residential property.
Nevertheless, such loans should be subject to other
alternative methods of evaluation to assure that the
bank holding company’s net income is not materially
overstated.

hen recognition of interest income on a cash basis is
appropriate, it should be handled in accordance with
agenerally accepted accounting principles. One acceptable
Practice involves allocating contractual interest pay-
ments among interest income, reduction in principal, and
recovery of prior charge-offs. If this method is used, the
For example, one acceptable method of accounting foramount of income that is recognized would be equal to
such uncollected interest on a loan placed in nonaccrualthat which would have been accrued on the asset's
status is (1) to reverse all of the unpaid interest by remaining book balance at the contractual rate. A bank
crediting the “income earned, not collected on loans” holding company may also choose to account for the
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contractual interest in it entirety either as income, reduc- nonaccrual status as a result of past due status based on
tion in principal, or recovery of prior charge-offs, its modified terms or for other reasons, the asset must be
depending on the condition of the loan, consistent with placed in nonaccrual status.

its accounting policies for other financial reporting Treatment of multiple extensions of credit to one

PUrPOSES. borrower—As a general principle, nonaccrual status for
Restoration to accrual statusAs a general rule, a non-  an asset should be determined based on an assessment of
accrual asset may be restored to accrual status wherthe individual asset’s collectibility and payment ability

(1) none of its principal and interest is due and unpaid, and performance. Thus, when one loan to a borrower is
and the bank holding company expects repayment of theplaced in nonaccrual status, a bank holding company or

remaining contractual principal and interest,(2) when  its subsidiaries do not automatically have to place all
it otherwise becomes well secured and in the process ofother extensions of credit to that borrower in nonaccrual
collection. status. When a depository institution has multiple loans

) _ . or other extensions of credit outstanding to a single
For purposes of meeting the first test, the bank holding p,rower, and one loan meets criteria for nonaccrual

company must have received repayment of the past duegtatus, the depository institution should evaluate its other
principal and interest unless, as discussed below, thegyiansions of credit to that borrower to determine

asset has been formally restructured and qualifies for\ypether one or more of these other assets should also be
accrual status, or the asset has been acquired at a di 5laced in nonaccrual status.

count (because there is uncertainty as to the amounts o

timing of future cash flows) from an unaffiliated third Noninterest-Bearing Account: See “Deposits.”
party and meets the criteria for amortization (i.e., accre-
tion of discount) specified in AICPA Practice Bulletin No. 6. Nontransaction Account: See “Deposits.”

A loan or other debt instrument that has been formally

restructured as to be reasonably assured of repaymenbotes and Debentures Subordinated to DepositsSee
and of performance according to its modified terms need “Subordinated notes and debentures.”

not be maintained in nonaccrual status, provided the

restructuring is supported by a current, well documented Offsetting: Offsetting is the reporting of recognized
credit evaluation of the borrower’s financial condition assets and liabilities on a net basis on the balance sheet
and prospects for repayment under the revised termswhere the “right of setoff” exists as discussed in APB
Otherwise, the restructured asset must remain in non-Opinion 10 and defined in FASB Technical Bulletin
accrual status. The evaluation must include consideration88-2. In addition, bank holding companies are permitted
of the borrower’s sustained historical repayment perfor- to offset assets and liabilities recognized in the FR Y-9C
mance for a reasonable period prior to the date on whichfor forward, interest rate swap, currency swap, option,
the loan or other debt instrument is returned to accrual @nd other conditional or exchange contracts executed
status. (In returning the asset to accrual status, sustainedvith the same counterparty when a “right of setoff”
historical payment performance for a reasonable time €Xists. Under FASB Interpretation No. 39ffsetting of
prior to the restructuring may be taken into account.) Amounts Related to Certain Contracts right of setoff
Such a restructuring must improve the collectibility of exists when all of the following conditions are met:

the loan or other debt instrument in accordance with a 1)

reasonable repayment schedule and does not relieve thé
holding company from the responsibility to promptly
charge off all identified losses. (2) The reporting party has the right to set off the amount
owed with the amount owed by the other party.

Each party owes the other determinable amounts.
Thus, only bilateral netting is permitted.

Until the restructured asset is restored to accrual status, if
ever, cash payments received must be treated in accor{3) The reporting party intends to set off. This condition

dance with the criteria stated above in the preceding does not have to be met for fair value amounts
section of this entry. In addition, after a formal restructur- recognized for conditional or exchange contracts that
ing, if a restructured asset that has been returned to  have been executed with the same counterparty
accrual status later meets the criteria for placement in under a master netting arrangement.
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(4) The right of setoff is enforceable at law. Legal con- depository institution honors a check or draft drawn
straints should be considered to determine whetheragainst a deposit account when insufficient funds are on
the right of setoff is enforceable. Accordingly, the deposit and there is no advance contractual agreement to
right of setoff should be upheld in bankruptcy (or honor the check or draft. When a contractual agreement
receivership). Offsetting is appropriate only if the has been made in advance to allow such credit exten-
available evidence, both positive and negative, sions, overdrafts are referred to as planned or pre-
indicates that there is reasonable assurance that tharranged. Any overdraft, whether planned or unplanned,
right of setoff would be upheld in bankruptcy (or is an extension of credit and is to be treated and reported
receivership). as a “loan” rather than being treated as a negative

According to Interpretation No. 39, a master netting deposit balance.

arrangement exists if the reporting bank holding com- Planned overdrafts are to be classified in Schedule HC-B,
pany has multiple contracts, whether for the same type of Part |, by type of loan according to the nature of the

conditional or exchange contract or for different types overdrawn depositor. For example, a planned overdraft
of contracts, with a single counterparty that are subject to by a commercial customer is to be classified as a “com-
a contractual agreement that provides for the net settle-mercial and industrial loan.”

ment of all contracts through a single payment in a single
currency in the event of default or termination of any one
contract.

Unplanned overdrafts in depositors’ accounts are to
be classified in Schedule HC-B, Part I, as "All other
loans,” unless the depositor is a depository institution
Offsetting the assets and liabilities recognized for condi- or a foreign government or official institution. Such
tional or exchange contracts outstanding with a single unplanned overdrafts would be reported in Sched-
counterparty results in the net position between the ule HC-B, Part I, as “Loans to depository institutions”
two counterparties being reported as an asset or a liabil-and “Loans to foreign governments and official institu-
ity on the balance sheet. The reporting entity’s choice to tions,” respectively.

offset or not to offset assets and liabilities recognized
for conditional or exchange contracts must be applied
consistently.

For purposes of treatment of overdrafts, separate trans-
action accounts of a single depositor that are established
under a bona fide cash management arrangement are
Offsetting of assets and liabilities is also permitted by regarded as a single account rather than multiple or
other pronouncements identified in Interpretation No. 39. separate accounts. In such a situation, an overdraft in one
These pronouncements apply to such items as leverag®f the accounts of a single customer is netted against the
leases, pension plan and other postretirement benefit plamelated transaction accounts of the customer and an
assets and liabilities, and deferred tax assets and liabili-extension of credit is regarded as arising only if, and to
ties. In addition, FASB Interpretation No. 40ffsetting the extent, the combined accounts of the customer are
of Amounts Related to Certain Repurchase and Reverseoverdrawn.

Repurchase Agreementdescribes the circumstances in The consolidated bank holding company’s overdrafts

which amounts recognized as pqyables under repurchasen deposit accounts it holds with other depository institu-
agreements may be offset against amounts recognized:

. jons that are not consolidated on the reporting holding
as receivables under reverse repurchase agreements ar \ R ;
company’s FR Y-9C (i.e., its “due from” accounts) are

reported as a net amount in the balance sheet. The : X )
. o ' to be reported as borrowings in Schedule HC, item 17,
reporting entity’s choice to offset or not to offset pay- C ) .
. . except overdrafts arising in connection with checks or
ables and receivables under Interpretation No. 41 must g . L
: . drafts drawn by subsidiary depository institutions of the
be applied consistently. . g
reporting bank holding company and drawn on, or pay-
able at or through, another depository institution either
on a zero-balance account or on an account that is not
Option: See “Futures, forward, and standby contracts.” routinely maintained with sufficient balances to cover
checks or drafts drawn in the normal course of business
Overdraft: An overdraft can be either planned or during the period until the amount of the checks or drafts
unplanned. An unplanned overdraft occurs when ais remitted to the other depository institution (in which

One-Day Transaction:See “Federal funds transactions.”
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case, report the funds received or held in connection with dividends on all outstanding common or preferred
such checks or drafts as deposits in Schedule HC-C until  stock of the issuer have been eliminated.
the funds are remitted).

S _ . (4) When issued by a bank holding company or a subsid-
Participations: See “Transfers of financial assets” iary with substantial operations, the instrument must
convert automatically to common or perpetual pre-
ferred stock of the issuer when the issuer’s retained
earnings and surplus accounts become negative.

Participations in Acceptances:See “Bankers acceptances.”

Participations in Pools of Securities:See “Repurchase/

resale agreements. For a complete discussion of the criteria for determining

the capital status of perpetual debt, see 12 CFR, Part 225,

Pass-through Reserve BalancedJnder the Monetary Appendix B

Control Act of 1980, and as reflected in Federal Reserve
Regulation D, depository institutions that are members Perpetual Preferred Stock: See
of the Federal Reserve System must maintain their

required reserves (in excess of vault cash) directly with a placements and Takings:Placements and takings are
Federal Reserve Bank. However, nonmember depositorydeposits between a foreign office of a subsidiary bank of
institutions may maintain their required reserves (in the reporting bank holding company and a foreign office
excess of vault cash) in one of two ways: either of 3 bank that is not consolidated on the reporting hold-

(1) directly with a Federal Reserve Bank or (2) indirectly ing company’s FR Y-9C. They are to be treated as due
in an account with another institution (referred to here as from or due to depository institutions.

a “correspondent”), which, in turn, is required to pass
the reserves through to a Federal Reserve Bank. ThisPooling of Interests: See “Business combinations.”
second type of account is called a “pass-through
account,” and a depository institution passing its reserves
to the Federal Reserve through a correspondent is
referred to as a “respondent.”

“Preferred stock.”

Pools of Residential Mortgages, Participations inSee
“Transfers of financial assets.”

Pools of Securities, Participations inSee “Repurchase/

Perpetual Debt: Perpetual debt is an unsecured debt resale agreements.”

instrument of the bank holding company or its subsidi-
aries that, if issued by a bank, must also be subordinated
to the claims of the depositors. The major characteristics preferred Stock: Preferred stock is a form of ownership
are described below: interest in a bank holding company or other company
which entitles its holders to some preference or priority
(1) The debt instrument cannot provide the note- over the owners of common stock, usually with respect

holder the right to demand repayment of principal to dividends or asset distributions in a liquidation.
except in the event of bankruptcy, insolvency, or

reorganization.

Preauthorized Transfer Account: See “Deposits.”

Limited-life preferred stock is preferred stock that has a
stated maturity date or that can be redeemed at the option

(2) The issuer canotvoluntarily redeem the debt issue of the holder. It excludes those issues of preferred stock
without prior approval of the Federal Reserualess that automatically convert into perpetual preferred stock

the debt is converted to, exchanged for, or simul- OF common stock at a stated date.

taneously replaced in like amount by an issue of perpetual preferred stock is preferred stock that does not
common or perpetual preferred stock of the issuer or have a stated maturity date or that cannot be redeemed at
the issuer’s parent company. the option of the holder. It includes those issues of

preferred stock that automatically convert into common
(3) When issued by the bank holding company, a bank stock at a stated date.

subsidiary, or a subsidiary with substantial opera-
tions, the debt instrument must contain a provision Premiums and Discounts: A premium arises when a
permitting interest payments to be deferred when bank holding company or its consolidated subsidiaries
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purchase a security, loan, or other asset at a price inA premium or discount may also arise when the report-
excess of its par or face value, typically because theing bank holding company or its consolidated subsidi-
current level of interest rates for such assets is less thararies, acting either as a lender or a borrower, are involved
its contract or stated rate of interest. The difference in an exchange of a note for assets other than cash and
between the purchase price and par or face value reprethe interest rate is either below the market rate or not
sents the premium which all consolidated bank holding stated, or the face amount of the note is materially
companies are required to amortize. different from the fair value of the noncash assets
exchanged. The noncash assets and the related note shall

A discount arises when a consolidated bank holding be recorded at either the fair value of the noncash assets
company purchases a security, loan, or other asset at &

. . , or the market value of the note, whichever is more
price below its par or face value, typically because the learly d inable. Th K | £h Id
current level of interest rates for such assets is greaterC early determinable. The market value ot the note wou
than its contract or stated rate of interest. A discount is be its present value as determined by discounting all

: . : : ISCOUNLIS £1re payments on the note using an appropriate interest
also present on instruments that do not have a stated rat

fint { h US. T bill d . I‘?‘ate, i.e., a rate comparable to that on new loans of
ofinterest such as U.o. Treasury DIIS and commercial iy risk. The difference between the face amount and

paper. The difference between par or face value and they, o vecorded value of the note is a premium or discount.

purchase price represents the discount which all bankryis giscount or premium shall be accounted for as an

holding companies on the accrual basis of accounting are,gjstment of the interest income or expense over the life
required to accrete.

of the note using the interest method described above.

Premiums and discounts are accounted for as adjustqr fyrther information, see APB Opinion No. 2her-
ments to the yield on an asset. As a general rule, aggt on Receivables and Payables

premium shall be amortized to the asset’s maturity date

UnIeSS |t iS more Consel’vative |n |tS effeC'[ on current Purchase Ach“SltlonSee “Business Comblnatlons”
income to amortize the premium in two stages: (1) first

to the call or “put” date and price and (2) then to the pyt Option: See “Futures, forward, and standby contracts.”
maturity date and par or face value. A discount must be

accreted from date of purchase to maturity, not to call Real Estate, Loan Secured BySee “Loan secured by

or put date. The preferable method for amortizing pre- real estate.”

miums and accreting discounts involves the use of the

interest method for accruing income on the asset. TheReciprocal Balances:Reciprocal balances arise when
objective of the interest method is to produce a constanttwo depository institutions maintain deposit accounts
yield or rate of return on the carrying value of the asset with each other, that is, when a subsidiary bank of the
(par or face value plus unamortized premium or less consolidated bank holding company has both a due to
unaccreted discount) at the beginning of each amortiza-and a due from balance with another depository institu-
tion period over the asset’s remaining life. The difference tion. For purposes of the FR Y-9C, reciprocal balances
between the periodic interest income that is accrued onbetween subsidiaries of the reporting bank holding com-
the asset and interest at the stated rate is the periodiany and unrelated banks should be reported in accor-
amortization or accretion. However, a straight-line dance with generally accepted accounting principles.
method of amortization or accretion is acceptable if
the results are not materially different from the interest
method.

In Schedule HC-G, item 8, reporting bank holding com-
panies are required to report the net effect on the consoli-
dated balance sheet, Schedule HC, of netting reciprocal
Deferred income taxes applicable to timing differences demand balances with depository institutions (other
between the amounts of discount accreted for purposegshan commercial banks) in accordance with generally
of these reports and for income tax purposes mustaccepted accounting principles. GAAP permits financial
be recognized in each year-end reporting period andinstitutions to net reciprocal balances where there is a
included in item 9, “Applicable income taxes (foreign legal right of offset, while the federal banking agencies
and domestic),” in Schedule HI of the Consolidated have instructed banks with reciprocal demand balances
Income Statement. to report, on the commercial bank Reports of Condition
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and Income, only reciprocal demand balances with com-
mercial banks in the U.S. net.

For further information, see Schedule HC-G, item 8,
“Reciprocal demand balances with depository institu-
tions (other than commercial banks in the U.S.).” For a
definition of “Commercial banks in the U.S.,” see the
Glossary entry for “Banks, U.S. and foreign.”

Renegotiated “Troubled” Debt: See “Troubled debt
restructuring.”

Reorganizations:See “Business combinations.”

Repurchase Agreements to Maturity and Long-Term
Repurchase Agreements: See “Repurchase/resale
agreements.”

Repurchase/Resale AgreementsA repurchase agree-
ment is a transaction involving the “sale” of financial
assets by one party to another, subject to an agreement by

sary entry for “transfers of financial assets” for further
discussion of control criteria).

If a repurchase agreement both entitles and obligates the
“selling” institution to repurchase or redeem the trans-
ferred assets from the transferee (“purchaser”) before
their maturity, the “selling” institution should report the
transaction as a secured borrowing if and only if the
following conditions have been met:

(1) The assets to be repurchased or redeemed are the
same or “substantially the same” as those trans-
ferred, as defined by FASB Statement No. 125.

(2) The “selling” institution has the ability to repur-
chase or redeem the transferred assets on substan-
tially the agreed terms, even in the event of default
by the transferee (“purchaser”). This ability is
presumed to exist if the “selling” institution has
obtained cash or other collateral sufficient to fund
substantially all of the cost of purchasing replace-

ment assets from others.

the “seller” to repurchase the assets at a specified date(3) The agreement is to repurchase or redeem the trans-

or in specified circumstances. A resale agreement (also
known as a reverse repurchase agreement) is a trans-
action involving the “purchase” of financial assets by

ferred assets before maturity, at a fixed or determin-
able price.

one party from another, subject to an agreement by the(4) The agreement is entered into concurrently with the

“purchaser” to resell the assets at a specified date or in
specified circumstances.

As stated in the AICPA'sAudit and Accounting Guide
for Banks and Savings Institutionslollar repurchase

transfer.

Participations in pools of securities are to be reported
in the same manner as security repurchase/resale
transactions.

agreements (also called dollar rolls) are agreements toRepurchase

agreements reported as secured

sell and repurchase similar but not identical securities. borrowings—If a repurchase agreement qualifies as a
The dollar roll market consists primarily of agreements secured borrowing, the “selling” institution should
that involve mortgage-backed securities (MBS). Dollar report the transaction as indicated below based on
rolls differ from regular repurchase agreements in that whether the agreement involves a security or some other
the securities sold and repurchased, which are usually offinancial asset.

the same issuer, are represented by different certificates
are collateralized by different but similar mortgage pools
(for example, single-family residential mortgages) and
generally have different principal amounts.

(1) Securities “sold” under agreements to repurchase

are reported in Schedule HC, item 14, “Federal
funds purchased and securities sold under agree-
ments to repurchase.”

General rule—Consistent with FASB Statement No. 125, () Financial assets (other than securities) “sold” under

Accounting for Transfers and Servicing of Financial
Assets and Extinguishments of Liabilitie®purchase
and resale agreements involving financial assets (e.g.,
securities and loans), including dollar repurchase agree-
ments, are either reported as (a) secured borrowings and
loans or (b) sales and forward repurchase commitments
based on whether the transferring (“selling”) institution
maintains control over the transferred assets. (See Glos

GL-44

agreements to repurchase are reported as follows:

(a) If the repurchase agreement matures in one busi-
ness day (or is under a continuing contract) and
is in immediately available funds, it should be
reported in Schedule HC, item 14, “Federal
funds purchased and securities sold under agree-
ments to repurchase.”
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(b) If the repurchase agreement matures in more ability to redeem the transferred securities or other finan-
than one business day or is not in immediately cial assets on short notice (e.g., by substituting other
available funds, it should be reported in Sched- collateral for the financial assets) and the “purchasing”
ule HC, item 17 or 18, “Other borrowed institution has the right to sell or repledge the assets, the
money,” as appropriate. “purchasing” institution should report the transferred

financial assets on its balance sheet in the appropriate
tasset category (e.g., transferred securities should be

If the “selling” institution does not have the right and 'ePorted in Schedule HC, item 2, “Securities,” or item 5,

ability to redeem the transferred securities or other finan- “Trading assets,” as appropriate) and should record a
cial assets on short notice (e.g., by substituting other liability to return the transferred financial assets in
collateral for the assets) and the “purchaser’ has the Schedule HC, item 23, “Other liabilities.” Otherwise the
right to sell or repledge the assets, the “selling” institu- “PUrchasing” institution should not report the trans-
tion should recategorize the transferred financial assetsféred financial assets (i.e., the financial assets “pur-
as “assets receivable” and report them in Schedule HC, chased” under the resale agreement) on its balance sheet.

item 11, “O_ther assets.” Otheryvise, the financial assets Repurchase/resale agreements reported as salésa
should continue to be reported in t_he same asset C?‘teQOWepurchase agreement does not qualify as a secured bor-
as before the transfer (e.g., securities s‘r)ould qqntlr,}ue ©rowing under FASB Statement No. 125, the selling insti-
be reported in Schedule HC, item 2, “Securities,” Of yion should account for the transaction as a sale of
item 5, “Trading assets,” as appropriate). financial assets and a forward repurchase commitment.
Resale agreements reported as secured borrowings. The selling institution should remove the transferred
Similarly, if a resale agreement qualifies as a securedassets from its balance sheet, record the proceeds from
borrowing, the “purchasing” institution should report the sale of transferred assets (including the forward
the transaction as indicated below based on whether therepurchase commitment) and record any gain or loss on
agreement involves a security of some other financial the transaction. Similarly, if a resale agreement does not
asset. qualify as a borrowing under FASB Statement No. 125,
the purchasing institution should account for the trans-
action as a purchase of financial assets and a forward
resale commitment. The purchasing bank should record
Qhe transferred assets on its balance sheet and initially
measure them at fair value, record the payment for

(2) Financial assets (other than securities) “purchased” the purchased assets (including the forward resale
under agreements to resell are reported as follows: commitment).

In addition, the “selling” institution may need to record
further entries depending on the terms of the agreemen

(1) Securities “borrowed” under agreements to resell
reported in Schedule HC, item 3, “Federal funds
sold and securities purchased under agreements t
resell.”

(a) If the resale agreement matures in one businessReserve Balances, Pass-throughSee “Pass-through
day (or is under a continuing contract) and is reserve balances.”

in immediately available funds, it should be

reported in Schedule HC, item 3, “Federal funds Sales of AssetsThe sale of assets should be reported,
sold and securities purchased under agreementsor purposes of the consolidated balance sheet, Sched-
to resell.” ule HC, and for Schedule HC-B, Part I, Loans and Lease
Financing Receivables, on the Consolidated Financial
Statements for Bank Holding Companies, in accordance
with generally accepted accounting principles.

(b) If the resale agreement matures in more than one
business day or is not in immediately available
funds, it should be reported in Schedule HC,
item 4(a), “Loans and leases, net of unearned See Financial Accounting Standards Board (FASB)
income.” Statement Number 125Accounting for Transfers and

Servicing of Financial Assets and Extingushments of

In addition, the “purchasing” institution may need to Liabilities, for further information.

record further entries depending on the terms of the
agreement. If the “seller” does not have the right and However, in order to fulfill the need for supervi-
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sory information, the consolidated bank holding com- Securities, Participations in Pools of:See “Repurchase/
pany is to report the principal amount of the assets resale agreements.”

sold with recourse on Schedule HC-F, Part Il, to the

extent that such balances are not reported on the bal-Servicing Assets and Liabilities: The accounting and
ance sheet, Schedule HC, or the appropriate items ofreporting standards for servicing assets and liabilities are
Schedule HC-B, Part I, “Loans and lease financing set forth in FASB Statement No. 123ccounting for

receivables.” Transfers and Servicing of Financial Assets and Extin-
guishments of Liabilitiesand FASB Statement No. 65,
Savings DepositsSee “Deposits.” Accounting for Certain Mortgage Banking Activities

amended by Statement No. 125. A summary of the
relevant sections of these accounting standard follows.

Securities Borrowing/Lending Transactions: Securi- ; .

: ; ; - ; A For further information, see FASB Statements No. 125
ties borrowing/lending transactions are typically initiated !

165 DOITOWIng "9 >actions are fypicaily Inf and No. 65 and the Glossary entry for “Transfers of

by broker—dealers and other financial institutions that Financial Assets.”
need specific securities to cover a short sale or a custom- '
er’s failure to deliver securities sold. A transferee (“bor- Servicing of mortgage loans, credit card receivables, or
rower”) of securities generally is required to provide other financial assets includes, but is not limited to,
“collateral” to the transferor (“lender”) of securities, collecting principal, interest, and escrow payments from
commonly cash but sometimes other securities or borrowers; paying taxes and insurance from escrowed
standby letters of credit, with a value slightly higher than funds; monitoring delinquencies; executing foreclosure
that of the securities “borrowed.” if necessary; temporarily investing funds pending distri-

M ities b ina/lendi . q bution; remitting fees to guarantors, trustees, and others
ost securities borrowing/lending transactions do not ,qyiding services; and accounting for and remitting

qualify as sales under FASB Statement No. 125 becaus%rincipal and interest payments to the holders of benefi-
the agreement entitles and obligates the securities lendeg;y| jnterests in the financial assets. Servicers typically

to repurchase or redeem the transferred assets beforgaceive certain benefits from the servicing contract and
their maturity. (See the Glossary entry for “transfers of ey the costs of servicing the assets.

financial assets” for further discussion of sale criteria.) o ) ) ) )

When such transactions do not qualify as sales, securitiesServicing is inherent in all financial assets; it becomes a
lenders and borrowers should account for the trans-distinct asset or Iiability_ only_ when contractually sepa-
actions as secured borrowings in which cash (or securi-fateéd from the underlying financial assets by sale or
ties that the holder is permitted by contract or custom to securitization of the assets W|th.serV|C|ng retal_ngd orbya
sell or repledge) received as “collateral” by the securi- SeParate purchase or assumption of the servicing. When
ties lender is considered the amount borrowed and the? Pank holding company undertakes an obligation to
securities “loaned” are considered pledged against the S€rvice financial assets, it must recognize a servicing
amount borrowed. Securities “loaned” in securities lend- aSSet or liability for that servicing contract unless it

ing transactions that are accounted for as secured borrowS€CUritizes the assets, retains all of the resulting securi-

ings should be reported in the FR Y-9C like other ties, and classifies the securities as held-to-maturity debt
pledged assets, as set forth in FASB Statement No. 125. securities. _Serwcmg assets result from contracts to ser-
vice financial assets for which the benefits of servicing
If the securities borrowing/lending transaction meets the (revenues from contractually specified servicing fees,
criteria for a sale under FASB Statement No. 125, the late charges, and other ancillary sources) are expected to
lender of the securities should remove the securities frommore than adequately compensate the servicer for per-
its balance sheet, record the proceeds from the sale of thdorming the servicing. Servicing liabilities result from
securities (including the forward repurchase commit- contracts to service financial assets for which the benefits
ment), and recognize any gain or loss on the transaction.of servicing are not expected to adequately compensate
The borrower of the securities should record the securi- the servicer for performing the servicing. Contractuallv
ties on its balance sheet at fair value and record thespecified servicing fees are all amounts that, per contract,

payment for the purchased assets (including the forwardare due to the servicer in exchange for servicing the
resale commitment). financial asset and would no longer be received by a
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servicer if the beneficial owners of the serviced assets oror sold (settled) in a bona fide transaction between will-
their trustees or agents were to exercise their actual oring parties.

potential authority under the contract to shift the servic- For each servicing contract in existence before Janu-

ing to another Servicer. Aqlequate compensation 1 theary 1, 1997, previously recognized servicing rights and
amount of benefits of servicing that would fairly compen- gy cess servicing” receivables that do not exceed con-
sate a substitute servicer should one be required includ-y 1411y specified servicing fees shall be combined, net
ing the profit that would be demanded by a substitute of 50y previously recognized servicing obligations under
servicer in the marketplace. that contract, as a servicing asset or liability as of Janu-

When a bank holding company sells or securitizes finan- ary 1, 1997. The servicing asset or liability should subse-
cial assets and retains the servicing asset, the bank shafiuently be accounted for as described above. Previously
allocate the cost of the financial assets to the servicing€cognized servicing receivables that exceed contractu-
assets and the financial assets (without the servicing)ally specified servicing fees shall be reclassified as
based on their relative fair values. If it is not practicable interest-only strips receivable.

to estimate the fair values of the servicing assets and theror purposes of the FR Y-9C, servicing assets resulting
financial assets (without the servicing), the entire cost from contracts to service loans secured by real estate (as
shall be allocated to the financial assets (without the gefined for Schedule HC-B, Part I, item 1, in the Glos-
servicing) and no cost shall be allocated to the servicing sary entry for “Loans secured by real estate”) should be
assets. If a bank holding company incurs a servicing yeported in Schedule HC, item 10(a), “Mortgage servic-
liability in a sale or securitization, the servicing liability jng assets.” Servicing assets resulting from contracts to
should initially be measured at fair value. If @ bank seryice all other financial assets should be reported in

holding company securitizes assets, retains all of the schedule HC, item 10(b)(1), “Purchased credit card rela-
resulting securities, and classifies the securities as held+jonships and nonmortgage servicing assets.”

to-maturity debt securities, no separate servicing asset or
liability shall be recorded. If a bank purchases servicing Settlement Date Accounting: See “Trade date and
assets or assumes servicing liabilities in a transactionsettlement date accounting.”
other than a sale or securitization of the financial assets o .
being serviced, the asset or liability shall be recorded at Shell Branches: Shell branches are limited service
fair value. For purchased servicing assets, the fair valuePranches of banks that do not conduct transactions with
is presumptively the price paid to acquire the servicing. residents, other than with other shell branches, in the
L o ] country in which they are located. Transactions at shell
All servicing assets and liabilities carried on the books of phranches are usually initiated and effected by their head
reporting bank holding companies shall be amortized qffice or by other related branches outside the country
in proportion to, and over the period of, estimated net jn which the shell branches are located, with records
servicing income (servicing revenue in excess of servic- gnd supporting documents maintained at the initiating

ing costs) or net servicing loss (servicing costs in excessoffices. Examples of such locations are the Bahamas and
of servicing revenue). The book value of servicing assets e Cayman Islands.

and liabilities should be reviewed at least quarterly. If the

book value of a stratum of a servicing asset exceedsShort Position: When a bank holding company or its
its fair value, the servicing asset is considered to be consolidated subsidiaries sell an asset that they do not
impaired and the book value shall be reduced to fair own, they have established a short position. If on the
value through a valuation allowance for that stratum. The report date a bank holding company or its subsidiaries
servicing assets shall be stratified into groups based onmare in a short position, it shall report its liability to
one or more of the predominant risk characteristics of purchase the asset in Schedule HC, item 15, “Trading
the underlying financial assets for purposes of determin- liabilities.” In this situation, the right to receive payment
ing fair value. If the fair value of a servicing liability  shall be reported in Schedule HC, item 11, “Other
increases above the book value, the increased obligatiorassets.” Short positions shall be reported gross. Short
shall be recognized as a loss in current earnings. The fairtrading positions shall be revalued consistent with the
value of servicing assets (liabilities) is the amount at method used by the reporting bank holding company for
which the assets (liabilities) could be bought (incurred) the valuation of its trading account assets.
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Standby Contract: See “Futures, forward, and standby
contracts.”

Schedule HI, Consolidated Report of Income, each quar-
ter during the calendar year in which operations com-
mence; or (2) The net amount of pre-opening income and
expenses for the period from the bank holding compa-
ny’s inception until the beginning of the calendar year in
which the bank holding company commences operations
should be included, along with the bank holding compa-
ny’s opening (original) equity capital, in Schedule HI-A,
item 17, “Other adjustments to equity capital (not
included above).” The net amount of these pre-opening
income and expenses should be identified and described
in the “Notes to the Income Statement.” Pre-opening
income earned and expenses incurred during the calen-
dar year in which the bank holding company commences
operations should be reported in the appropriate items
of Schedule HI, Consolidated Report of Income, each
quarter during the calendar year in which operations
commence.

Standby Letter of Credit: See “Letter of credit.”

Start-Up Activities: Guidance on the accounting and
reporting for the costs of start-up activities, including
organization costs, is set forth in AICPA Statement of
Position 98-5Reporting on the Costs of Start-Up Activi-
ties A summary of this accounting guidance follows.
For further information, see AICPA Statement of Posi-
tion 98-5.

Start-up activities are defined broadly as those one-time
activities related to opening a new facility, introducing a
new product or service, conducting business in a new
territory, conducting business with a new class of cus-
tomer, or commencing some new operation. Start-up
activities include activities related to organizing a new

entity, such as a new bank holding company, the costs ofgpordinated Notes and DebenturesA subordinated

which are commonly referred to as organization costs. note or debenture is a form of debt issued by a bank
Organization costs for a bank holding company are the po|ging company or its subsidiaries. When issued by a
direct costs incurred to incorporate the bank holding gypsidiary bank, a subordinated note or debenture is not
company. Such costs include, but are not limited to, jnsured by a federal agency, is subordinated to the claims
professional (e.g., legal, accounting, and consulting) feesqf gepositors, has an original weighted average maturity
and printing costs directly related to the incorporation of seven years or more, and is not subject to federal
process, and the cost of economic impact studies. Costsnterest rate limitations. Such debt shall be issued by a
of start-up activities, including organization costs, should pank with the approval of, or under the rules and regula-
be expensed as incurred. Costs of acquiring or constructtions of, the appropriate federal bank supervisory agency
ing premises and fixed assets and getting them ready forj.e., the Board of Governors of the Federal Reserve

their intended use are not start-up costs, but costs OfSystem, the Office of the Comptroller of the Currency, or
using such assets that are allocated to start-up activitieghe Federal Deposit Insurance Corporation).

(e.g., depreciation of computers) are considered start-up ) . , )
costs. When issued by a bank holding company or its consoli-

dated nonbank subsidiaries, a subordinated note or
For a new bank holding company, pre-opening expensesdebenture is a form of unsecured long-term debt that is
such as salaries and employee benefits, rent, depreciasubordinated to other debt of the consolidated bank hold-
tion, supplies, directors’ fees, training, travel, postage, ing company.
and telephone are considered start-up costs. Pre—openin% . )
income earned and expenses incurred from the bank oth notes ar_1d debentures subordinated to deposits and
holding company’s inception through the date the bank othe_r subordinated notes and debent_ures of the bank
holding company commences operations should be re-0lding company are to be reported in Schedule HC,

ported in the income statement using one of the two
following methods, consistent with the manner in which
the reporting bank holding company reports pre-opening
income and expenses for other financial reporting pur-
poses: (1) Pre-opening income and expenses for th
entire period from the bank holding company’s inception

e

item 21, “Subordinated notes and debentures.”

Subsidiaries: The treatment of subsidiaries in the
FR Y-9C depends upon the degree of ownership held by
the reporting bank holding company.

The term “subsidiary is defined under Section 225. 2 of

through the date the bank holding company commencesFederal Reserve Regulation Y, which generally includes
operations should be reported in the appropriate items ofcompanies 25 percent or more owned or controlled by
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another company. However, for purposes of the Consoli- Rather, the items included in these accounts should be
dated Financial Statements for Bank Holding Com- reviewed and material amounts should be reported in the
panies, asubsidiaryis a company in which the parent appropriate accounts of the FR Y-9C.

bank holding company directly or indirectly owns more

than 50 percent of the outstanding voting stock. Syndications: A syndication is a participation, usually
involving shares in a single loan, in which several partici-
pants agree to enter into an extension of credit under a
bona fide binding agreement that provides that, regard-
less of any even each patrticipant shall fund and be at risk
only up to a specified percentage of the total extension of

An associated companig a corporation in which the

bank holding company, directly or indirectly, owns 20
to 50 percent of the outstanding voting stock and over
which the bank holding company exercises significant

influence. This 20 to 50 percent ownership is presumed credit or up to a specified dollar amount. In a syndica-

to carry “significant” influence unless the bank holding tion. th ticinant t0 the t fth ficias
company can demonstrate the contrary to the satisfaction lon, the participants agree o thé terms of the participa
of the Federal Reserve. tion prior to the execution of the_flnal agreement and the
contract is executed by the obligor and &Y the par-
A corporate joint ventures a corporation owned and ticipants, although there is usually a lead institution
operated by a group of companies (*joint venturers”), no organizing or managing the credit. Large commercial
one of which has a majority interest, as a separate andand industrial loans, large loans to finance companies,
specific business or project for the mutual benefit of the gng large foreign loans may be handled through such
joint venturers. Each joint venturer may participate, syndicated participations.
directly or indirectly, in the management of the joint . _ ) ) )
venture. An entity that is a majority-owned subsidiary Each participant in the syndicate, mcludl_ng the lead bank
of one of the joint venturers is not a corporate joint Of the bank holding company, records its own share of
venture. the participated loan and the total amount of the loan is
i o o not entered on the books of one bank to be shared
Certain subsidiaries (as specified in the General Instruc-,roygh transfers of loans. Thus, the initial operation and
tions section of this book) must be consolidated on the gistribution of this type of participation does not require

FR Y-9C. The equity ownership in subsidiaries that are 5 getermination as to whether a transfer that should be
not consolidated on the FR Y-9C and in associated 5ocqunted for as a sale has occurred. However, any

companies is accounted for using the equity method Of g \hqequent transfers of shares, or parts of shares, in the
?ccountlng and IS repor_ted In Schgdulg HC, item 8: syndicated loan would be subject to the provisions of
Investments'm E'Jnconsolldated subsidiaries and assoCi- A g Statement No. 125 governing whether these trans-
ated companies. fers should be accounted for as a sale or a secured
Ownership in a corporate joint venture is to be treated in borrowing. Seethe Glossary entry for “transfers of
the same manner as an associated company (definefinancial assets.”)
above) only to the extent that the equity share represents
significant influence over management. Otherwise, Telephone Transfer Account:See “Deposits.”
equity holdings in a joint venture are treated as holdings
of corporate stock and income is recognized only when Term Federal Funds: See “Federal funds transactions.”
distributed in the form of dividends.

Time Deposits:See “Deposits.”
“Super NOW” Account: See “Deposits.”

Trade Date and Settlement Date Accounting:Trans-
Suspense AccountsSuspense accounts are temporary actions in investment portfolio securities and trading
holding accounts in which items are carried until they account assets (including money market instruments)
can be identified and their disposition to the proper should be reported on the basis of trade date accounting
account can be made. Such accounts may also be knowtin accordance with generally accepted accounting prin-
as interoffice or clearing accounts. The balances of sus-ciples. However, if the reported amounts under settle-
pense accounts as of the report date should not automatiment date accounting would not be materially different
cally be reported as “Other assets” or “Other liabilities.” from those under trade date accounting, settlement date
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accounting is acceptable. Whichever method a bankholding companies with $1 billion or more in total con-

holding company elects should be used consistently, solidated assets or with $2 billion or more in notional

unless the bank holding company has elected settlemenamount of off-balance-sheet derivative contracts, the
date accounting and subsequently decides to change taypes of assets and liabilities in the trading account
the preferred trade date method. should be detailed in Schedule HC-B, Part Il, “Trading

Under trade date accounting, assets purchased shall beASS?tS atndbll."?]b'“t'es' Atbank hoI?llcng Comfat?]yf fail- d
recorded in the appropriate asset category on the trade;Jre 0 establish a separate account for assets that are use
date and the bank holding company'’s (or its consolidated
subsidiaries’) obligation to pay for those assets shall be
reported in “Other liabilities.” Conversely, when an asset

is sold, it shall be removed on the trade date from the
asset category in which it was recorded, and the proceed
receivable resulting from the sale shall be reported in
“Other assets.” Any gain or loss resulting from such All trading account assets should be reported at their fair
transaction shall also be recognized on the trade date. Orvalue with unrealized gains and losses recognized in
the settlement date, disbursement of the payment orcurrent income. When a security or other asset is

receipt of the proceeds will eliminate the respective acquired, a bank holding company should determine
“Other liability” or “Other asset” entry resulting from whether it intends to hold the asset for trading or for

the transaction. investment (e.g., for securities, available-for-sale or held-
to-maturity). A bank holding company should not record
Under settlement date accounting, assets purchased ara@ newly acquired asset in a suspense account and later
not recorded until settlement date. On the trade date, nodetermine whether it was acquired for trading or invest-
entries are made. Upon receipt of the assets on thement purposes. Regardless of how a bank holding com-
settlement date, the asset is reported in the proper assgtany categorizes a newly acquired asset, management
category and payment is disbursed. The selling bankshould document its decision.
holding company (or its consolidated subsidiaries) on the a|| trading liabilities should be segregated from other
trade date, would make no entries. On settlement date yansactions and reported in Schedule HC, item 15,
the selling bank holding company would reduce the «Trading liabilities.” The trading liability account
appropriate asset category and reflect the receipt of theincjudes the fair value of off-balance-sheet derivative
payment. Any gain or loss resulting from such trans- contracts held for trading that are in loss positions and
action would be recognized on the settlement date. short sales of securities and other assets. Trading account
liabilities should be reported at fair value with unrealized

Trading Account: Bank holding companies that gains and losses recognized in current income in a man-
(a) regularly underwrite or deal in securities, interest rate Ner similar to trading account assets.

contracts, foreign exchange rate contracts, other off- Gjyen the nature of the trading account, transfers into or
balance-sheet commodity and equity contracts, otherfrom the trading category should be rare. Transfers

financial instruments, and other assets for resale, (b) achetween a trading account and any other account of the
quire or take positions in such items principally for the pank holding company must be recorded at fair value at
purpose of selling in the near term or otherwise with the the time of the transfer. For a security transferred from

intent to resell in order to profit from short-term price the trading category, the unrealized holding gain or loss
movements, or (c) acquire or take positions in such items at the date of the transfer will already have been rec-
as an accommodation to customers or for other tradingognized in earnings and should not be reversed. For a
purposes shall report such assets or positions as tradingecurity transferred into the trading category, the unreal-
assets or liabilities. ized holding gain or loss at the date of the transfer should
I(be recognized in earnings.

or trading purposes does not prevent such assets from
being designated as trading for purposes of this report.
For further information, see the FFIEC Supervisory Pol-
icy Statement on Securities Activities and FASB State-
ment No. 115,Accounting for Certain Investments in
Debt and Equity Securities

All trading assets should be segregated from a ban
holding company’s other assets and reported in Sched-For purposes of this report, short sales of securities or
ule HC, item 5, “Trading assets.” In addition, for bank other assets are treated as trading transactions because
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such sales are entered into with the intent to profit from entity or to exchange other financial instruments on
short-term price movements. Nonetheless, the obligationpotentially favorable terms with another entity. Most of
incurred in a short sale shouldot be netted against the assets on a bank holding company’s balance sheet are
trading assets, but should be recorded as a liability in financial assets, including balances due from depository

Schedule HC, item 15, “Trading liabilities,” and in
Schedule HC-B, Part Il, item 13, “Liability for short
positions.” (See the Glossary entry for “short position.”)

institutions, securities, federal funds sold, securities pur-
chased under agreements to resell, loans and lease
financing receivables, and interest-only strips receivable.

However, servicing assets are not financial assets. Finan-
cial assets also include financial futures contracts, for-
ward contracts, interest rate swaps, interest rate caps,
interest rate floors, and certain option contracts.

Transaction Account: See “Deposits.”

Transfers of Financial Assets: The accounting and
reporting standards for transfers of financial assets are seDetermination Whether a Transfer Should be Accounted
forth in FASB Statement No. 12%ccounting for Trans-  for as a Sale or a Secured Borrowing: bank holding

fers and Servicing of Financial Assets and Extinguish- company should account for a transfer of its financial
ments of Liabilities The standards are based on consis- assets (or a transfer of all or a portion of one of its
tent application of a financial components approach thatfinancial assets) in which it surrenders control over those
focuses on control. Under the financial components ap-financial assets as a sale to the extent that it receives
proach, after the reporting bank holding company trans- consideration other than beneficial interests in the trans-
fers financial assets, it recognizes the financial and ser-ferred assets in exchange. According to FASB Statement
vicing assets it controls and the liabilities it has incurred, No. 125, a transferring bank holding company has sur-
removes financial assets from the balance sheet wherrendered control over transferred assets, and therefore

control has been surrendered, and removes liabilitieshas sold the assets, if and only if all three of the follow-

from the balance sheet when extinguished. A summary
of those accounting and reporting standards follows. For
further information, see FASB Statement No. 125 and
the Glossary entries for “Extinguishments of Liabilities”
and “Servicing Assets and Liabilities.”

Statement No. 125 applies to transfers of financial assets
occurring after December 31, 1996. However, Statement 2)

No. 125 applies to repurchase agreement, dollar-roll,
securities lending, and similar transactions occurring
after December 31, 1997. In addition, the provisions of
Statement No. 125 governing the accounting for collat-
eral are effective for transactions occurring after Decem-
ber 31, 1997. Bank holding companies should apply
Statement No. 125 prospectively after its effective dates,
with earlier or retroactive application not permitted,
except for the provisions of this accounting standard
applicable to servicing contracts in existence before
January 1, 1997 (see the Glossary entry for “Servicing
Assets and Liabilities”), and financial assets subject to
prepayment held on or acquired after January 1, 1997
(discussed below in this Glossary entry).

A financial asset is cash, evidence of an ownership
interest in another entity, or a contract that conveys to
the bank holding company a contractual right either to
receive cash or another financial instrument from another
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ing conditions are met:

(1) The transferred assets have been isolated from the
transferring bank holding company, i.e., put pre-
sumptively beyond the reach of the transferring bank
holding company and its creditors, even in bank-
ruptcy or other receivership.

Either (a) each transferee (i.e,. the entity that receives
all or a portion of one or more financial assets from
the transferring bank holding company) obtains the
right, free of conditions that constrain it from taking
advantage of that right, to pledge or exchange the
transferred assets or (b) the transferee is a qualifying
special-purpose entity and the holders of beneficial
interests in that entity have the right, free of condi-
tions that constrain the holders from taking advan-
tage of that right, to pledge or exchange those
interests.

3) The transferring bank holding company does not
maintain effective control over the transferred assets
through (a) an agreement that both entitles and obli-
gates it to repurchase or redeem the transferred assets
before their maturity or (b) an agreement that entitles
the transferring bank holding company to repurchase
or redeem transferred assets that are not readily
obtainable.
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If a transfer of financial assets in exchange for cash or liabilities incurred in the sale exceeds the sum of the
other consideration (other than beneficial interests in the  carrying values of the assets transferred, or
transferred assets) does not satisfy the criteria for sale

treatment, the transfer should be accounted for as alb
secured borrowing with pledge of collateral.

) The amount of loss that is probable of occurring in
accordance with FASB Statement No.Agcounting
for Contingenciesas interpreted by FASB Interpre-

Accounting for a Transfer That Qualifies as a Salgon tation No. 14,Reasonable Estimation of the Amount
the completion of a transfer of financial assets that satis-  f 5 Loss Under that interpretation, when the reason-

sale, the purchaser(s) must recognize on the balance \yjthin the range appears at the time to be a better
sheet all assets obtained and any liabilities incurred and  estimate than any other amount within the range, that
initially measure them at fair value. The aggregate fair amount should be considered probable. When no
value is presumed to be the price paid by the purchas-  amount within the range is a better estimate than any
er(s). As for the selling bank holding company, it must: other amount, the minimum amount in the range

(1)

(2)

3)

(@)

. should be considered probable.
Remove all assets sold from the balance sheet while P

continuing to carry on its balance sheet any retained (4) Recognize in income any gain or loss on the sale.
interest in the transferred assets, including, if appli-
cable, servicing assets, retained undivided interests,
and beneficial interests in assets transferred to a
qualifying special-purpose entity in a securitization.
The selling bank holding company must allocate the

Bank holding companies should refer to FASB Statement
No. 125 for implementation guidance for accounting for

transfers of partial interests, transfers of certain lease
receivables, securities lending transactions, repurchase

. . _agreements including “dollar rolls,” “wash sales,” loan
amount at which the transferred assets were carrleds ndications, loan participations (discussed below), risk
on the balance sheet at the date of the transfer y ' P P ’

. : participations in bankers acceptances, factoring arrange-
between the assets SO|d. and _the retained interests, | ents, and transfers of receivables with recourse. How-
any, based on their relative fair values at that date. ever, this accounting standard does not provide guidance
Recognize on the balance sheet all cash, derivative®" the accounting for most assets and liabilities recorded

gon the balance sheet following a transfer accounted for
as a sale. As a result, after their initial measurement or
carrying amount allocation, these assets and liabilities
should be accounted for in accordance with the existing
generally accepted accounting principles applicable to
them.

financial instruments, and other assets obtained an
all servicing liabilities and other liabilities incurred
in consideration as proceeds of the sale. Derivatives
include put or call options held or written (e.g.,
guarantee or recourse obligations), forward com-
mitments (e.g., commitments to deliver additional
receivables in some securitizations), and swaps (e.g.,Loan Participations:Statement No. 125 applies to loan
provisions that convert interest rates from fixed to participations occurring after December 31, 1996, includ-
variable), ing transfers by the originating lender to a participating
N ) ___institution that take place after that date under loan
Initially measure the assets obtained and liabilities participation agreements that originated before Janu-
mcur(ed in a sale at fair value. _However, if it is not ary 1, 1997. If the loan participation agreement gives a
practicable to estimate the fair value of an asset participating institution the right to pledge or exchange
obtained, the selling bank holding company must the participations and the other conditions for the surren-
record the asset at zero. If it is not practicable t0 ger of control have been met, the originating lender

estimate the fair value of a liability incurred, the snould account for transfers to the participating institu-
selling bank holding company must not recognize tjgn as sales of financial assets.

any gain on the sale. The liability should be recorded o ) ]
on the balance sheet at the greater of: An originating lender’s right of first refusal on a bona

fide offer to the participating institution from a third
The amount, if any, by which the fair values of the party, a requirement for a participating institution to
assets obtained in the sale less the fair values of theobtain the originating lender’s permission that shall not
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be unreasonably withheld, or a prohibition on the par- For further information, see Accounting Research Bulle-
ticipating institution’s sale of the participation to the tin No. 43, as amended by APB Opinion No. 6.
originating lender's competitor is a limitation on the

participating institutions rights, but is presumed not 10 1y hled Debt Restructuring: The accounting stan-
constrain a participant from exercising its right to pledge yargs for troubled debt restructurings are set forth in

or exchange the participation. However, if the partici- =Agp statement No. 15Accounting by Debtors and
pation agreement constrains the participating institution Creditors for Troubled Debt Restructuringss amended
from pledging or exchanging its participation, the origi- by FASB Statement No. 114\ccounting by Creditors
nating lender has not relinquished control over the (], Impairment of a LoanA summary of this amended
loan and should account for the transfers as secured,..qnting standard follows. For further information, see
borrowings. FASB Statements No. 15 and No. 114.

Financial Assets Subject to Prepaymefithancial assets
such as interest-only strips receivable and certain loans
debt securities, other receivables, and retained interest
in securitizations can be contractually prepaid or other-
wise settled in such a way that the holder of the financial
asset would not recover substantially all of its recorded
investment. After their initial recording on the balance
sheet, financial assets of this type must be subsequentl;}a o . . i )
measured at fair value like available-for-sale securities SdU'ty Interest in the borrower m_fuII or partial satis-
or trading securities. This reporting treatment applies to faction of the 'Oaﬂ or other“debt”mstrument (_h_ere_after
financial assets with this prepayment risk characteristic referred to collectively as a Ioar_l ), .(2) a modification
that are held on or acquired after January 1, 1997. As a©f the loan terms, or (3) a combination of the above. A
result, interest-only strips receivable in the form of a '0&n extended or renewed at a stated interest rate equal to
security and other debt securities with this prepayment the current interest rate for new debt with similar risk is
risk characteristic that are held on that date and catego-N0t to be reported as a restructured loan.

rized as held-to-maturity securities on the balance SheetThe recorded amount of a loan is the loan balance

must be recategorized as available-for-sale or trading, adjusted for any unamortized premium or discount and
but this recategorization would not call into question a ynamortized loan fees or costs, less any amount previ-

rities to maturity.

A troubled debt restructuring is a restructuring in which
'a bank holding company, for economic or legal reasons
Yelated to a borrower's financial difficulties, grants a
concession to the borrower that it would not otherwise
consider. The restructuring may include (1) the transfer
from the borrower to the bank holding company of real

In cases where the new terms of the restructured troubled

Traveler's Letter of Credit: See “Letter of credit.” debt provide for a reduction of either interestprincipal

_ (referred to as a modification of terms), the institution
Treasury Stock: Treasury stock is stock that the bank should measure any loss on the restructuring in accor-
holding company has issued and subsequently acquiredgance with the guidance concerning impaired loans
but that has not been retlre_d or resold. As a general rqle,set forth in the Glossary entry for “loan impairment,”
treasury stock is to be carried at cost an.d is a _deductlonexcept that a troubled debt restructuring involving a
from a bank holding company’s total equity capital. modification of terms before the effective date of FASB
“Gains” and “losses” on the sale, retirement, or other Statement No. 114 may continue to be accounted for and
disposal of treasury stock are not to be reported in disclosed in accordance with FASB Statement No. 15 as
Schedule HI, Income Statement, but should be reflectedlong as the restructured loan is not impaired based on the
in Schedule HI-A, items 14 and 15, “Sales of treasury terms of the restructuring agreement. See the Glossary
stock,” and “Purchases of treasury stock.” Such gains entry for “nonaccrual of interest” for a discussion of the
and losses, as well as the excess of the cost over the paconditions under which a nonaccrual asset which has
value of treasury stock carried at par, are generally to beundergone a troubled debt restructuring (including those
treated as adjustments to Schedule HC, item 27(c),that involve a multiple note structure) may be returned to
“Capital surplus.” accrual status.
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A troubled debt restructuring in which a bank holding terms. Restructurings in which the substitute or addi-
company receives physical possession of the borrower’stional debtor does not have a control or custodial rela-
assets, regardless of whether foreclosure or repossessiotionship with the original borrower should be accounted
proceedings take place, should be accounted for in accorfor as a receipt of a “new” loan in full or partial
dance with paragraph 34 of FASB Statement No. 15, assatisfaction of the original borrower’s loan. The “new”
amended. Thus, in such situations, the loan should beloan should be recorded at its fair value.

treated as if assets have been received in satisfaction of . .
. . A credit analysis should be performed for a restructured
the loan and reported as described in the Glossary entr

for “foreclosed assets.” Yoan in conjunction with its restructuring to determine its
' collectibility and estimated credit loss. When available

bank holding company to a borrower, a troubled debt OF & portion thereof, is uncollectible, the uncollectible
restructuring may still result in the recorded amount of @mount should be charged off against to the allowance
the loan bearing a market yield, i.e., an effective interest for loan and lease losses at the time of the restructuring.
rate that at the time of the restructuring is greater than orAS iS the case for all loans, the credit quality of restruc-
equal to the rate that the bank holding company is ture(_j loans should be regullarl_y reviewed. The bank
willing to accept for an extension of credit with compa- 10lding company should periodically evaluate the col-

rable risk. This may arise as a result of reductions in the lectibility of the _rgstructured loan so as to determine
recorded amount of the loan prior to the restructuring whether any additional amounts should be charged to the

(e.g., by charge-offs). All loans that have undergone allowance for loan and lease losses or, if the restructuring

troubled debt restructurings and that are in complian(:e'nvo'veOI an asset other than a loan, to another appropri-
with their modified terms must be reported as restruc- ate account.

tured assets in Schedule HC-B, Part I, Memorandum
item 1. However, a restructured asset that is in compli-
ance with its modified terms and yields a market rate
need not continue to be reported as a troubled debt
restructuring in the memorandum item in this schedule in
calendar years after the year in which the restructuring
took place.

Trust Preferred Securities: Trust preferred securities
are marketed under a variety of names including MIPS
(“Monthly Income Preferred Securities”), QUIPS
(“Quarterly Income Preferred Securities”) and TOPrS
(“Trust Originated Preferred Securities”). These securi-
ties are generally issued out of special purpose subsidi-
aries that are wholly owned by the parent bank holding
company. The proceeds from the issuance of these secu
f rities are lent to the parent bank holding company in the
form of a very long term, deeply subordinated note.

A restructuring may include both a modification of terms
and the acceptance of property in partial satisfaction o
the loan. The accounting for such a restructuring is a two
step process. First, the recorded amount of the loan isBank holding companies seeking to issue such securities
reduced by the fair value less cost to sell of the property should consult with their District Federal Reserve Bank.
received. Second, the institution should measure anyThese transactions, which give rise to minority interest
impairment on the remaining recorded balance of the upon consolidation of the subsidiary with the parent
restructured loan in accordance with the guidance con-bank holding company, will normally be accorded Tier 1
cerning impaired loans set forth in FASB Statement capital status. Minority interest in consolidated sub-
No. 114. sidiaries generally qualifies as Tier 1 capital under the
Federal Reserve's capital adequacy guidelines for bank
A restructuring may involve the substitution or addition holding companies. To be eligible as Tier 1 capital, such
of a new debtor for the original borrower. The treatment instruments must provide for a minimum five-year con-
of these situations depends upon their substancesecutive deferral period on distributions to preferred
Restructurings in which the substitute or additional shareholders. In addition, the intercompany loan must be
debtor controls, is controlled by, or is under common subordinated to all subordinated debt and have the long-
control with the original borrower, or performs the custo- est feasible maturity. The amount of these instruments,
dial function of collecting certain of the original borrow- together with other cumulative preferred stock a bank
er's funds, should be accounted for as modifications of holding company may include in Tier 1 capital, is limited
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to 25 percent of Tier 1. Like other preferred stock report date are not to be reflected in the balance sheet,
includable in capital, these instruments require Federal Schedule HC, until settlement date. The par value of
Reserve approval before they may be redeemed. securities purchased or sold on a when-issed basis and
ed for which settlement date has not occurred as of the
g report date are reportable on a gross basis in Sched-

ule HC-F, Off-Balance-Sheet Items, except that bank

consolidated subsidiaries and related items.” In addition, N0/ding companies may net purchases and sales of the

trust preferred securities should be reported separately indentical security with the same party, Bank holding
Schedule HC-IC, item 1(a)(3), “Cumulative preferred COmpanies should report commitments to purc_hase and
stock reported in minority interest in consolidated subsid- S€ll when-issued securities as forward contracts in Sched-

For purposes of reporting on the FR Y-9C, trust preferr
securities should be included with minority interest an
reported in Schedule HC, item 24, “Minority interest in

iaries and similar items on Schedule HC.” ule HC-F, Part IlIl, item 1(b), unless the reporting
bank holding company does not include these commit-
U.S. Banks:See “Banks, U.S. and foreign.” ments as part of its disclosures about off-balance-sheet

derivatives for other financial reporting purposes. In that
U.S. Territories and PossessionsUnited States terri-  case, commitments to purchase and commitments to
tories and possessions include American Samoa, Guamsell when-issued securities should be reported as “Other
the Northern Mariana Islands, the U.S. Virgin Islands, significant off-balance-sheet items” in Schedule HC-F,
and U.S. trust territories. Part Il, item 7, subject to the existing reporting

. . ) thresholds.
Valuation Allowance: A valuation allowance is an

account established against a specific asset category, of fading in when-issued securities normally begins when
to recognize a specific liability, with the intent of absorb- the U.S. Treasury or some other issuer of securities
ing some element of estimated loss. Such allowances arénnounces a forthcoming issue. (In some cases, trading
created by charges to expense in the Report of IncomeMay begin in anticipation of such an announcement and
for Bank Holding Companies and are netted from the shquld also be reported as described herfaln.) Such trans-
asset accounts to which they relate for presentation in the@ctions are contingent upon the actual issuance of the
Consolidated Balance Sheet in the FR Y-9C. Provisions Security. Since the exact price and terms of the security
establishing or augmenting such allowances are to be@re unknown before the auction date, trading prior to that
reported as “Other noninterest expense” except for the date ison a f‘yleld" basis. O_n the auction date the exact
provision for loan and lease losses and the provision for terms and price of the security become known and when-
allocated transfer risk for which separate, specifically issued trading continues until settlement date, when the

designated income statement items have been establishegecurities are delivered and the issuer paid. On settle-
on Schedule HI. ment date, the securities purchased by the bank holding

company or its subsidiaries shall be reported in the
When-Issued Securities Transactions:Transactions  appropriate securities category in Schedule HC-A, Secu-
involving securities described as “when-issued” or rities, and in the balance sheet, Schedule HC, item 2, or
“when-as-and-if-issued” are, for the purposes of the as trading account assets in the balance sheet, Sched-
FR Y-9C, to be treated as conditional transactions in a ule HC, item 5.
security authorized for issuance but not yet actually
issued. Purchases and sales, of when-issued securitie¥ield Maintenance Dollar Repurchase Agreement:
for which settlement date has not occurred as of the See “Repurchase/resale agreements.”
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FR Y-9C CHECKLIST

FRS

EDCK | Schedule HC% Consolidated Balance Sheet

0150 1. Item 4.a minus the sum of 4.b and 4.c equals item 4.d

0210 2. Sum of items 1.a through 3 and 4.d through 11 equals item 12
0220 3. Item 12 must be greater than zero

0280 4. Sum of items 13.a(1) through 24 equals item 25

0300 5. Sum of items 27.a through 27.g minus 27.h equals item 27.i
0315 6. Sum of items 25 and 27.i equals item 28

0325 7. ltem 28 equals item 12

FRS

EDCK | Schedule HC-A% Securities

Note: Capital letters indicate columns (i.e., 1A = Item 1, Column A)

0379 1. Item 6A equals Schedule HC, item 2a

0380 2. Sum of items 1A through 4.aA and 5.aA equals item 6A

0381 3. Sum of items 1D through 5.bD equals item 6D

0382 4. Item 6D equals Schedule HC, item 2.b

0385 5. Sum of items 1B through 4.aB and 5.aB equals 6B

0388 6. Sum of items 1C through 5.bC equals 6C

0395 7. Sum of items M.1.a through M.1.c must be less than or equal to
the sum of items 1A through 4.aA, 5.aA, 1D through 4.aD and
5.aD

0410 8. Item M.2 must be less than or equal to the sum of Schedule HC,

items 2.a and 2.b

Note: Only bank holding companies with total consolidated assets of $1

billion or more should complete memoranda items 7 through 10

0425 9. Sum of items M.7.aA through M.8.b(3)A equals M.10A

0430 10. Sum of items M.7.aB through M.8.b(3)B equals M.10B

0435 11. Sum of items M.7.aC through M.9.cC equals M.10C

0440 12. Sum of items M.7.aD through M.9.cD equals M.10D

FRS Schedule HC-B% Loans and Lease Financing

EDCK Receivables

Note: Capital letters indicate columns (i.e., 1A =Item 1, Column A)

0470 1. Sum of Part I, items 1.aB through 1.eB must be less than or equal
to item 1A

0510 2. Part |, item 2B must be less than or equal to the sum of items
2.aA and 2.bA

0520 3. Part |, item 3B must be less than or equal to the sum of items
3.aA and 3.bA

0525 4. Part |, item 4B must be less than or equal to item 4A

0530 5. Part |, item 5B must be less than or equal to item 5A

0540 6. Part |, item 6B must be less than or equal to the sum of items

6.aA and 6.bA
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FR Y-9C CHECKLIST - (Cont.)

FRS Schedule HC-B% Loans and Lease Financing

EDCK Receivables — (Cont.)

0550 7. Part |, item 7B must be less than or equal to item 7A

0560 8. Part |, item 8B must be less than or equal to the sum of items
8.aA through 8.cA

0570 9. Part |, item 9B must be less than or equal to the sum of items
9.aA and 9.bA

0580 10. Sum of Part I, items 1A through 9.bA minus 10A equals item 11A

0581 11. Part |, item 11A equals Schedule HC, item 4.a

0600 12. Sum of Part I, items 1.aB through 9B minus 10B equals item 11B

0601 13. Part |, item 11B must be less than or equal to item 11A

0625 14. Sum of Part |, items M.1.a through M.1.e equals item M.1.f

0635 15. Part |, item M.1.f must be less than or equal to the sum of Part |,
items 10A and item 11A minus the sum of Part I, items 1.c(1)B,
1.c(2)(a)B, 1.c(2)(b)B, 6.aA and 6.bA

0645 16. Part |, item M.1.g must be less than or equal to the sum of M.1.a,
M.1.b, M.1.d, and M.1.e

0647 17. Part |, item M.1.h must be less than or equal to item M.1.f

0655 18. Part |, item M.2 must be less than or equal to the sum of Part |,
items 2.aA, 2.bA, and 8.cA

0660 19. Part I, item M.3 must be less than or equal to the sum of Part I,
items 10A and 11A

Note: Only bank holding companies with total consolidated assets of $1
billion or more, or with $2 billion or more in par/notional amounts of
off-balance sheet derivative contracts should complete Schedule B,

Part Il
0672 20. Sum of Part Il, items 1 through 11.b equals item 12
0673 21. Partll, item 12 equals Schedule HC, item 5
0680 22. Sum of Part Il, items 13 and 14 equals item 15
0681 23. Part ll, item 15 equals Schedule HC, item 15

FRS Schedule HC-C% Deposit Liabilities in Domestic Offices

EDCK of Subsidiary Depository Institutions
of the Bank Holding Company

0690 1. If item 1.e is greater than zero, then item 1.e must be greater than
or equal to $100,000

0705 2. Sum of items 1.a and 2.a must be less than or equal to Schedule
HC, item 13.a(1)

0720 3. Sum of items 1.a through 2.e. equals the sum of Schedule HC,
items 13.a(1) and 13.a(2)

0730 4. If item 2.e is greater than zero, then item 2.e must be greater than

or equal to $100,000
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FR Y-9C CHECKLIST - (Cont.)

FRS Schedule HC-C% Deposit Liabilities in Domestic Offices
EDCK of Subsidiary Depository Institutions
of the Bank Holding Company — (Cont.)

0735 5. If item M.3 is greater than zero, then item M.3 must be greater
than or equal to $100,000

0740 6. Iltem M.4 must be less than or equal to Schedule HC, item 13.b(2)

FRS

EDCK | Schedule HC-D%Interest Sensitivity

0780 1. Item 1 must be less than or equal to the sum of Schedule HC,
items 1.b(1) through 4.a, 7.a through 9 and 11

0800 2. Item 3 must be less than or equal to the sum of Schedule HC,
items 18 and 20.a through 21

0820 3. Item 5 must be less than or equal to the sum of Schedule HC,
items 20.a through 21

FRS

EDCK | Schedule HC-E%: Quarterly Averages

0900 1. Item 4 must be less than or equal to the sum of item 5 and (sum
of Schedule HC, item 4.b (current) and 4.b (previous) divided by
2)

0905 2. Item 5 must be greater than zero

0930 3. Sum of items 6 through 11 must be less than or equal to item 5

FRS

EDCK | Schedule HC-F% Off-Balance-Sheet Iltems

Note: Capital letters indicate columns (i.e., 1A =Item 1, Column A)

1000 1. Part |, item 2.b must be less than or equal to the sum of Part |,
items 2.a(1) and 2.a(2)

1025 2. Sum of Part I, items 7.a through 7.d must be less than or equal to
Part Il, item 7

1058 3. Part ll, item M.1 must be less than or equal to the sum of Part I,
items 1.a through 1.e

1100 4. Sum of Part Ill, items 1.aA through 1.eA equals the sum of Part llI,
items 2A through 3.bA

1110 5. Sum of Part lll, items 1.aB through 1.eB equals the sum of Part llI,
items 2B through 3.bB

1120 6. Sum of Part lll, items 1.aC through 1.eC equals the sum of Part
11, items 2C through 3.bC

1130 7. Sum of Part lll, items 1.aD through 1.eD equals the sum of Part

11, items 2D through 3.bD

MARCH 1999

FR Y-9C: CHK-3




FR Y-9C CHECKLIST - (Cont.)

FRS

EDCK | Schedule HC-G¥% Memoranda

1250 1. Sum of items 1.b(1) and 1.b(2) must be less than or equal to
Schedule HC, item 23

1330 2. Item 3 must be greater than zero

1360 3. Item 4 must be less than or equal to the sum of Schedule HC,
items 16, 17, and 20.a through 21

1370 4. Item 5 must be less than or equal to the sum of Schedule HC,
items 18 and 20.a through 21

1400 5. Item 11 must equal “1” (yes) or “2” (no)

1410 6. Iltem 12 must equal “1” (yes) or “2” (no)

1420 7. Item 13 must equal “1” (yes) or “2” (no)

1430 8. For top tier BHCs, item 15 must equal “1” (yes or no change) or
“2” (no). For lower tier BHCs, item 15 must equal NA (Not
Applicable)

1440 9. Sum of items 1.a(1), 1.a(2), 6, 14, 18.a, and 18.b must be less
than or equal to Schedule HC, item 11

FRS Schedule HC-H% Past Due and Nonaccrual Loans, Lease

EDCK Financing Receivables, Placements,

and Other Assets

Note: Capital letters indicate columns (i.e., 1A = Item 1, Column A)

1480 1. Sum of items 1A through 1C must be less than or equal to
Schedule HC-B, Part |, item 1A

1530 2. Sum of items 2A through 2C must be less than or equal to the
sum of Schedule HC-B, Part |, items 2.aA and 2.bA

1533 3. Sum of items 3.aA through 3.bC must be less than or equal to the
sum of Schedule HC-B, Part |, items 3.aA, 3.bA and 4A

1540 4. Sum of items 4A through 4C must be less than or equal to
Schedule HC-B, Part |, item 5A

1550 5. Sum of items 5.aA through 5.aC must be less than or equal to
Schedule HC-B, Part |, item 6.aA

1555 6. Sum of items 5.bA through 5.bC must be less than or equal to
Schedule HC-B, Part |, item 6.bA

1560 7. Sum of items 6A through 6C must be less than or equal to
Schedule HC-B, Part |, item 7A

1570 8. Sum of items 7A through 7C must be less than or equal to the
sum of Schedule HC-B, Part |, items 8.aA through 8.cA

1580 9. Sum of items 8A through 8C must be less than or equal to the
sum of Schedule HC-B, Part |, items 9.aA and 9.bA

1590 10. Sum of items 9A through 9C must be less than or equal to the
sum of Schedule HC, items 1.a through 3, 5, and 9 through 11

1600 11. Sum of items 1A through 9A equals item 10A
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FR Y-9C CHECKLIST - (Cont.)

FRS Schedule HC-H¥% Past Due and Nonaccrual Loans, Lease
EDCK Financing Receivables, Placements,
and Other Assets — (Cont.)

1610 12. Sum of items 1B through 9B equals item 10B

1620 13. Sum of items 1C through 9C equals item 10C

1650 14. Item M.1A must be less than or equal to the sum of items 1A
through 3.bA and 5.aA through 8A

1660 15. Item M.1B must be less than or equal to the sum of items 1B
through 3.bB and 5.aB through 8B

1670 16. Item M.1C must be less than or equal to the sum of items 1C
through 3.bC and 5.aC through 8C

1680 17. ltem M.2A must be less than or equal to the sum of items 1A
through 8A

1690 18. Item M.2B must be less than or equal to the sum of items 1B
through 8B

1700 19. Item M.2C must be less than or equal to the sum of items 1C
through 8C

1710 20. Item M.3A must be less than or equal to the sum of items 2A and
7A

1720 21. Item M.3B must be less than or equal to the sum of items 2B and
7B

1730 22. Item M.3C must be less than or equal to the sum of items 2C and
7C

1760 23. Sum of items M.4.aA through M.4.aC must be less than or equal
to Schedule HC-B, Part |, item 1.aB

1765 24. Sum of items M.4.bA through M.4.bC must be less than or equal
to Schedule HC-B, Part |, item 1.bB

1770 25. Sum of items M.4.c(1)A through M.4.c(1)C must be less than or
equal to Schedule HC-B, Part I, item1.c(1)B

1772 26. Sum of items M.4.c(2)A through M.4.c(2)C must be less than or
equal to the sum of Schedule HC-B, Part |, items 1.c(2)(a)B and
1.c(2)(b)B

1775 27. Sum of items M.4.dA through M.4.dC must be less than or equal
to Schedule HC-B, Part |, item 1.dB

1780 28. Sum of items M.4.aA through M.4.eA must be less than or equal
to item 1A

1785 29. Sum of items M.4.aB through M.4.eB must be less than or equal
to item 1B

1790 30. Sum of items M.4.aC through M.4.eC must be less than or equal
to item 1C

1795 31. Sum of items M.4.eA through M.4.eC must be less than or equal
to Schedule HC-B, Part |, item 1.eB

1800 32. Item M.5A must be less than or equal to the sum of items 1A

through 8A
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FR Y-9C CHECKLIST - (Cont.)

FRS Schedule HC-H¥% Past Due and Nonaccrual Loans, Lease
EDCK Financing Receivables, Placements,
and Other Assets — (Cont.)

1805 33. Item M.5B must be less than or equal to the sum of items 1B
through 8B

1810 34. Item M.5C must be less than or equal to the sum of items 1C
through 8C

1815 35. Item M.5.aA must be less than or equal to item M.5A

1820 36. Item M.5.aB must be less than or equal to item M.5B

1825 37. Item M.5.aC must be less than or equal to item M.5C

FRS

EDCK | Schedule HC-134 Risk-Based Capital

Note: Capital letters indicate columns (i.e., 1A = Item 1, Column A)

2060 1. Sum of Part I, items 1A through 6A equals item 7A

2065 2. Sum of Part |, items 1B through 6B equals item 7B

2070 3. Sum of Part |, items 2C and 4C through 6C equals item 7C

2075 4. Sum of Part I, items 1D through 6D equals item 7D

2080 5. Part |, item M.1 must be less than or equal to Schedule HC, item
10.b(2)

2180 6. Part lll, item 1.a must be greater than zero

2182 7. Part lll, item 1.b must be greater than zero

2185 8. Part Ill, item 1.d must be greater than zero

2190 9. Part lll, item 3 must be greater than zero

2195 10. Part lll, item 4 must be greater than zero

FRS Schedule HC-IC% Additional Detail on Capital

EDCK Components

2245 1. Sum of items 5.a and 5.b equals Schedule HC, item 27.h

FRS

EDCK | Schedule HI% Consolidated Income Statement

2500 1. Sum of items 1.a(1)(a) through 1.g equals item 1.h

2510 2. Sum of items 2.a(1)(a) through 2.e equals item 2.f

2520 3. Item 1.h minus item 2.f equals item 3

2540 4. Sum of items 5.a through 5.e equals item 5.f

2560 5. Sum of items 7.a through 7.c equals item 7.d

2570 6. Sum of items 3, 5.f, 6.a, and 6.b minus the sum of items 4.a, 4.b,
and 7.d equals item 8

2585 7. ltem 8 minus the sum of items 9 and 10 equals item 11

2595 8. Sum of items 11 and 12 equals item 13

2620 9. Sum of items M.9.a through M.9.d equals 5.c

2625 10. Item M.12 must equal “1” (yes) or “2” (no)
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FR Y-9C CHECKLIST - (Cont.)

FRS

EDCK | Schedule HI-A% Changes in Equity Capital

2630 1. Sum of items 1 and 2 equals item 3

2640 2. Item 4 equals Schedule HI, item 13

2670 3. Sum of items 3 through 7, 11 through 14, 16 through 18 minus the
sum of items 8, 10, and 15 equals item 19

2671 4. lItem 19 equals Schedule HC, item 27.i

FRS | Schedule HI-B¥: Charge-Offs and Recoveries and

EDCK Changes in Allowance for Credit

Losses

Note: Capital letters indicate columns (i.e., 1A = Item 1, Column A)

2730 1. Sum of Part |, items 1.aA through 8.bA equals item 9A

2740 2. Sum of Part |, items 1.aB through 8.bB equals item 9B

2760 3. Sum of Part |, items M.1.aA through M.1.eA must be less than or
equal to the sum of Part |, items 1.aA and 1.bA

2780 4. Sum of Part I, items M.1.aB through M.1.eB must be less than or
equal to the sum of Part |, items 1.aB and 1.bB

2785 5. Part |, item M.2A must be less than or equal to the sum of Part |,
items 2.aA, 2.bA, and 7A

2790 6. Part |, item M.2B must be less than or equal to the sum of Part |,
items 2.aB, 2.bB, and 7B

2845 7. Part ll, item 2 must be greater than or equal to Part |, item 9B

2855 8. Part ll, item 4 equals Schedule HI, item 4.a

2860 9. Part ll, item 5 must be greater than or equal to Part I, item 9A

2870 10. Sum of Part Il, items 1 through 4 and 6 minus 5 equals Part Il, item

7

MARCH 1999 FR Y-9C: CHK-7




Optional Worksheet to Compute Risk-Based Capita Ratios for the Consolidated Bank Holding Company

Section 1 -- Computation of Tier 1 Capital

Bil. Mil.  |Thou.
1 Equity capital (Schedule HC, items 27.athrough 27.d, plus 27.g,
minus 27.h, minus Schedule HC-A, memorandum item 4.a) 1.
2. LESS: Cumulative perpetual preferred stock and trust preferred stock (MIPS, TOPRS)
eligiblefor Tier 1 and perpetual preferred stock eligible for Tier 2 only,
net of applicable Treasury stock, (Schedule HC-IC, items 1.a(2), 1.a(3) and 1.b) 2.
3. Minority Interest in equity accounts of consolidated subsidiaries (Schedule HC, item 24) 3.
4. SUBTOTAL OF CORE CAPITAL ELEMENTS (Sum of lines 1 and 3 minusline 2) 4.
5. Cumulative perpetua preferred stock digible for Tier 1 capital (Enter the lesser of 5.aor 5.b on thisline) 5.
a  Cumulative perpetua preferred stock eligible for Tier 1 capital
(Sum of Schedule HC-IC, items 1.a(2) and 1.a(3)) OR 5.a
b. One-third of core capita elements (one-third of line 4) 5b
6. TOTAL OF CORE CAPITAL ELEMENTS (Sum of lines 4 and 5) 6.
7. LESS: Goodwill (Schedule HC, item 10.c) 7.
8. LESS: All other identifiable intangible assets (excluding mortgage servicing assets (MSAs), purchased credit
card relationships (PCCRs), and nonmortgage servicing assets (NMSAs)) (Schedule HC, item 10.b(2)) 8.
0. TIER 1 CAPITAL (NET OF GOODWILL AND OTHER IDENTIFIABLE INTANGIBLES) (line 6
minus lines 7 and 8) 9.
10. Maximum amount of MSAs allowed in Tier 1
a  100% of Tier 1 capital net of goodwill and other identifiable intangible assets
(line 9 above) 10.a
. Book value of MSAs (Schedule HC, item 10.a) 10.b
c. 90 percent of fair value of MSAs (.90 x Schedule HC-I, Part I,
Memorandum item 6) 10.c
d. Enter thelesser of 10.a, 10.b, or 10.c 10d
11. Minimum amount of MSAsto be deducted from Tier 1 (Enter line 10.b minus line 10.d; if negative, enter 0) 11.
12. Maximum amount of PCCRs and NM SAs allowed in Tier 1 capital
a  25% of Tier 1 capital net of goodwill and other identifiable intangible assets
(-25x line 9 above) 12.a
. Book value of PCCRs and NM SAs (Schedule HC, item 10.b(1)) 12.b.
c. 90% of fair value of PCCRs and NM SAs (.90 x Schedule HC-I, Part I,
Memo. item 7) 12.c
d. Enter thelesser of 12.a, 12.b, or 12.c 12.d
13. Minimum amount of PCCRs & NMSAs to be deducted from Tier 1 (Enter line 12.b minus
line 12.d; if negative, enter 0) 13.
14. Excess dlowable MSAs, PCCRs, and NMSAs i.e., the combined amount exceeding 100% of Tier 1 (Enter
the sum of lines 10.d and 12.d minus line 10.&; if negative, enter 0.) 14.
15. Amount of MSAs, PCCRs and NM SAsto be deducted from Tier 1 capital (Enter the sum of
lines 11, 13, and 14) 15.
16. Intangible assets (excluding goodwill, MSAs and PCCRs) recorded on or before
February 19, 1992 (Schedule HC-1, Part |, Memorandum item 1) 16.
17. LESS: Deferred tax assets in excess of regulatory capital limits (Schedule HC-G, item 19) 17.
18. TIER 1 CAPITAL AFTER DEDUCTIONSFOR INTANGIBLE ASSETSAND EXCESSDEFERRED
TAX ASSETS(ENTER LINES9PLUS16 MINUSLINES 15 AND 17) 18.
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Optional Worksheet to Compute Risk-Based Capita Ratios for the Consolidated Bank Holding Company

Section 2 -- Risk-Weighted Assets

1. Total credit risk-weighted on-balance sheet assets (Schedule HC-1, Part I, item 7: .20 x column B +

. 50 x column C + column D)
2. Off balance-sheet assets.*
a Financia standby letters of credit (Schedule HC-I, Part 11, item 1: .20 x

b.

m. Total credit risk-weighted off-balance sheet items (sum of lines 2.a, 2.b, and 2.d through 2. minus 2.c)

column B +.50 x column C + column D)

Risk participation in bankers acceptances acquired (Schedule HC-,

Part 11, item 2.a: .20 x column B + column D)

Less: Risk participations conveyed to banks (Schedule HC-I, Part

11, item 2.b: column B) **

Risk participations conveyed to banks (Schedule HC-I, Part 11, item 2b:

.20 x column B)**

Securitieslent (Schedule HC-I, Part I1, item 3: .20 x column B + .50 x column C
+ column D)

Assets sold with recourse (Schedule HC-I, Part 11, item 4: .20 x

column B +.50 x column C + column D)

Other direct credit substitutes (Schedule HC-I, Part 11, item 5: .20 x

column B + .50 x column C + column D)

Performance standby letters of credit (Schedule HC-I, Part 11, item 6:

.20 x column B +.50 x column C + column D)

Commitments with an original maturity exceeding one year (Schedule

HC-I, Part |1, item 7: .20 x column B +.50 x column C + column D)

Revolving underwriting facilities and similar arrangements

(Schedule HC-1, Part 11, item 8: .20 x column B + .50 x column C + column D)
Commercial letters of credit and other short-term self-liquidating

trade-related contingencies arising from the movement of goods

(Schedule HC-1, Part 11, item 9: .20 x column B + .50 x column C + column D)
Off-balance-sheet derivative contracts (Schedule HC-1, Part I1, item 10: .20 x
column B + .50 x column C)

3.a LESS: Intangible assets deducted from Tier 1 capital (Section 1, line 8 and line 15)

3.b LESS: Net unrealized loss on equity securities with readily determinable fair values (Schedule HC-A,

Memorandum item 4.a)

3.c ADD: Up to and including 45% of net unredlized holding gains on available-for-sale equity securities
with readily determinable fair valuesincluded in Tier 2 capital (Schedule HC-A, Memo. item 4.¢c)***
3.d LESS: Deferred tax assets in excess of regulatory capital limits (from Section 1, line 17)

4. Intangible assets (excluding goodwill, MSAs and PCCRs) recorded on or before
February 19, 1992 (from Section 1, line 16)

Total credit risk-weighted assets (sum of lines 1, 2.m, 3.c and 4 minuslines 3.3, 3.b, and 3.d)

Total gross risk-weighted assets (sum of lines 5 and 6)

Bil.

Mil.

Thou.

2a
2b
2c
2d
2e
2f
2.9
2.h
2i

2]

2.k
2.1
2.m

3a

3b

5
6. Market risk equivalent assets (Schedule HC-1, Part 111, item 2)
7

The off-balance sheet amounts outstanding reported in Part |1 of Schedule HC-I are credit equivalent amounts, that is, the amount
oustanding multiplied by the appropriate conversion factor. For example, the sum of columns A through D, Part I1, item 6, "Performance

standby letters of credit," should equal 50% of the performance standby letters of credit issued by the reporting bank holding company.

** |tems 2.c and 2.d should be excluded from the calculation of risk-weighted assetsif the reporting bank holding company has redistributed either the
amount of customers liability on acceptances reported in HC-1, Part |, item 6, or the amount of risk participations in bankers acceptances acquired
reported in HC-I, Part 11, item 2.a, by risk-weighting the amount of bankers acceptances conveyed to banksin the 20% risk weight category.

*** See August 26, 1998 Federal Reserve press release announcing rule that allows bank holding companies to include in supplementary (Tier 2) capital

up to 45 percent of the pretax net unrealized holding gains on certain available-for-sale equity securities.
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Optional Worksheet to Compute Risk-Based Capita Ratios for the Consolidated Bank Holding Company

Section 3.a-- Computation of Tier 2 Capita

1. Discounted subordinated debt, intermediate-term preferred stock, and unsecured long-term debt
eligible for supplementary capital (Enter the lesser of 1.aor 1.binthisitem) 1
a Subordinated debt, intermediate term preferred stock and
unsecured long-term debt that qualifies
for secondary capital (after discounting)* (Schedule HC-IC, item 3) OR la
b. 50% of Tier 1 capital elements (.50 x Section 1, line 18) 1b
2. Perpetua preferred stock eligible for Tier 2 only (Schedule HC-IC, item 1.b) 2.
3. Cumulative perpetual preferred stock eligible for Tier 1 but exceeding the Tier 1 limit (sum of
Schedule HC-IC, itemsitem 1.a(2) and 1.a(3) minus Section 1, line 5; enter O if negative) 3.
4. a Tota perpetual debt, undedicated portions of mandatory convertible
securities (included in Schedule HC, items 20.a and 20.b) and long-term
preferred stock with an original maturity of 20 years or more that qualify
for supplemental capita (after discounting) (Schedule HC-1C, item 2) 4a
b. Up to and including 45% of net unrealized holding gains on available-for-sale equity securities with
readily determinable fair values included in Tier 2 capital (Schedule HC-A, Memo. item 4.c)** 4.b
5. Allowance for credit lossesincludable in Tier 2 capital (Enter the lesser of 5.aor 5.b on thisline) 5.
a Allowance for credit losses (Schedule HI-B, Part |1, item7) OR 5.a
b. 1.25% of total gross risk-weighted assets (1.25 % of Section 2, line7) 5b
6. Tota Tier 2 capital (enter thelesser of line 6.aor 6.b) 6.
a Tier 2 capital elements (sum of lines 1 through 5) 6.a
b. Tier 1 capital (Section 1, line 18) 6.b
* Subordinated debt includes the amount of mandatory convertible securities for which common or perpetual preferred stock has been
dedicated to retire or redeemit. Only unsecured long-term debt issued prior to March 12, 1988, is eligible to be included in capital.
** See August 26, 1998 Federal Reserve press release announcing rule that allows bank holding companies to include in supplementary (Tier 2)
capital up to 45 percent of the pretax net unrealized holding gains on certain available-for-sale equity securities.
Section 3. b -- Computation of Tier 3 Capital ***
1.  Tota amount of Tier 3 capital available for inclusion in the calculation of eligible Tier 3 capital**** 1
2.a Market risk equivalent assets (Schedule HC-1, Part |11, item 2) divided by 12.5 2a
2b  Amount reported in 2.amultiplied by 0.714 2b
3. Eligible Tier 3 capital (enter the lesser of line 1 or 2.b) 3.
***  Section 3.bisonly to be used by bank holding companies that are subject to the market risk rules as discussed
in the Capital Adequacy Guidelines for Bank Holding Companies. Section 3.b is designed to assist bank holding companies
in determining the amount of Tier 3 capital that is eligible for inclusion in total capital used in the total risk-based capital ratio.
Under the market risk rules, the sum of Tier 2 capital allocated for market risk plus Tier 3 capital alocated for market risk is
limited to 71.4 percent of abank holding company's measure for market risk. However, the overall controlling constraint
isthat Tier 2 capital plus Tier 3 capital cannot exceed 100% of Tier 1 capital.
**x*  Seethe definition of Tier 3 capital in the Capital Adequacy Guideline for Bank Holding Companies.
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Optional Worksheet to Compute Risk-Based Capita Ratios for the Consolidated Bank Holding Company

Section 4 -- Risk-based capital ratios

Tier 1 Capital Ratio

Bil. Mil. Thou.

1. Tier 1 capital (Section 1, line 18) 1
2. Risk-weighted assets, net of alowances (line 2.aminuslines 2.b and 2.c) 2.

a  Tota grossrisk-weighted assets (Section 2, line 7) 2a

b. LESS: Excess dlowance for credit losses (Schedule HI-B,

Part 11, item 7 minus Section 3.3, line 5.b; enter 0 if negative) 2b

c. LESS: Allocated transfer risk reserve (Schedule HC, item 4.c) 2c

3. Tier 1 capital ratio (line 1 divided by line 2 x 100%) % 3.
Total Capital Ratio

4. Total capital (Sum of Section 1, line 18, and Section 3.3, line 6, and eligible Tier 3 capita ( from

Schedule HC-1, Part 111, item 1.¢))* 4.
5. LESS: Capital investments in unconsolidated banking and finance

subsidiaries (Schedule HC-1, Part |, Memorandum item 4) 5.
6. LESS: Reciprocal holdings of banking organizations' capital instruments

(Schedule HC-I, Part I, Memorandum item 2) 6.
7. Total capital, net of adjustments (line 4 minuslines 5 and 6) 7.
8. Risk-weighted assets, net of alowances (line 2 above) 8.
9. Total capital ratio (line 7 divided by line 8 x 100% ) %) 9.

* Eligible Tier 3 capital only appliesto those bank holding companies that are subject to the market risk rules as discusssed

in the Capital Adequacy Guidelinesfor Bank Holding Companies.
Tier 1 Leverage Ratio

10. Tier 1 capital elements, net of all goodwill, other identifiable intangible assets (and excess PCCRs,

NMSAs and MSAs and excess net deferred tax assets) (Section 1, line 18) 10.
11. Averagetotd assets, net of al goodwill, other identifiable assets, excess PCCRs, NMSAs, MSAs, and

excess deferred tax assets (Schedule HC-E, item 5, plus Section 1, line 16,

minus the sum of Schedule HC, items 10.b(2) and 10.c, and Section 1, lines 15 and 17) 11.
12. Tier 1 Leverage Ratio (line 10 divided by line 11 x 100% ) %|12.
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